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No Securities Commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder 
and any representation to the contrary is an offense. 
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New Issue 


COMPANY, LIMITED 


(Incorporated under the laws of Canada) 


2,600,000 Common Shares 


(without nominal or par value) 


The common shares offered by this prospectus are authorized but unissued shares being acquired from the Company. 


There is no market for the common shares of the Company. The offering price of the shares was determined by 
negotiation between the Company and the underwriters. Purchasers will not be entitled to the quarterly dividend 
payable to shareholders of record November 22, 1973. 


These common shares will qualify as investments for certain financial institutions. Reference is made to “Eligibility 
for Investment”’ on page 14. 


Application has been made to list these shares on the Montreal, Toronto and Vancouver Stock Exchanges. Accep- 
tance of the listings will be subject to the filing of required documents and evidence of satisfactory distribution, both 
within a period of 90 days. 


Price: $15.00 per share 


Price Underwriting Proceeds to 
to Public Commission the Company* 

Perenares. 22 seri Pees. $15.00 $0.84 $14.16 
1a eae rare $39,000,000 $2,184,000 $36,816,000 


*Before deduction of expenses of issue estimated not to exceed $150,000. 


We, as principals, conditionally offer these common shares, subject to prior sale, if, as and when issued by the 
Company and accepted by us in accordance with the conditions contained in the agreement described under “Plan of 
Distribution” on page 14 and subject to the approval of all legal matters on behalf of the Company by Messrs. Ogilvy, 
Cope, Porteous, Hansard, Marler, Montgomery & Renault and on our behalf by Messrs. Doheny, Day, Mackenzie, 
Grivakes, Gervais & LeMoyne. 


Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close 


the subscription books at any time without notice. It is expected that share certificates in definitive form will be 
available for delivery on or before December 18, 1973. 


December 4, 1973. 
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PURCHASER’S STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 


Sections 64 and 65 of The Securities Act (Alberta), sections 70 and 71 of The Securities Act, 1967 (Saskat- 
chewan), sections 63 and 64 of The Securities Act (Manitoba) and sections 64 and 65 of The Securities Act 
(Ontario) provide, in effect, that where a security is offered to the public in the course of primary distribution: 


(a) 


(b) 


a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic notice 
of his intention not to be bound is received by the vendor or his agent not later than midnight on the second 
business day after the prospectus or amended prospectus offering such security is received or is deemed to 
be received by him or his agent, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the owner thereof, 
if the prospectus or any amended prospectus offering such security contains an untrue statement of a mate- 
rial fact or omits to state a material fact necessary in order to make any statement therein not misleading 
in the light of the circumstances in which it was made, but no action to enforce this right can be commenced 
by a purchaser after the expiration of 90 days from the later of the date of such contract or the date on 
which such prospectus or amended prospectus is received or is deemed to be received by him or his agent. 


Sections 61 and 62 of the Securities Act, 1967 (British Columbia) provide, in effect, that where a security is 
offered to the public in the course of primary distribution: 


(a) 


(b) 


a purchaser has a right to rescind a contract for the purchase of such security, while still the owner thereof, 
if a copy of the last prospectus, together with financial statements and reports and summaries of reports 
relating to the securities as filed with the British Columbia Securities Commission, was not delivered to him 
or his agent prior to delivery to either of them of the written confirmation of the sale of the securities. Written 
notice of intention to commence an action for rescission must be served on the person who contracted to 
sell within 60 days of the date of delivery of the written confirmation, but no action shall be commenced 
after the expiration of three months from the date of service of such notice, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the owner thereof, 
if the prospectus or any amended prospectus offering such security contains an untrue statement of a mate- 
rial fact or omits to state a material fact necessary in order to make any statement therein not misleading 
in the light of the circumstances in which it was made, but no action to enforce this right can be commenced 
by a purchaser after the expiration of 90 days from the later of the date of such contract or the date on 
which such prospectus or amended prospectus is received or is deemed to be received by him or his agent. 


Reference is made to the aforesaid Acts for the complete texts of the provisions under which the foregoing 
rights are conferred and the foregoing summary is subject to the express provisions thereof. 
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THE COMPANY 


Northern Electric Company, Limited (the “Company” or “Northern Electric”) was incorporated under the laws 
of Canada by letters patent dated January 5, 1914. Supplementary letters patent have been issued to the Company 
from time to time including those dated October 24, 1973 increasing its authorized share capital and subdividing its 
common shares on a 13 for | basis. The Company is a subsidiary of Bell Canada and after the completion of this 
offering, 90.1% of its common shares will be held by Bell Canada. 


The Company’s head and principal office is at 1600 Dorchester Boulevard, West, Montreal, Québec. 


Northern Electric manufactures a broad line of telecommunications equipment for sale throughout the world, 
primarily to the telephone industry. Operations of subsidiaries include the distribution of a wide range of 
electrical and industrial products and the manufacture of integrated circuits and other semiconductors. Consolidated 
sales and net earnings for the year ended December 31, 1972 were $534 million and $20 million respectively. 
In 1972, about 58% of consolidated sales were to Bell Canada. 


CONSOLIDATED CAPITALIZATION 


Outstanding 
October 15, 1973 
Outstanding Outstanding after giving 
September 30, October 15, effect to this 
Authorized 1973 1973 financing 
$ $ $ $ 
CAPITAL STOCK 
Northern Electric 
Common shares of no par value (1) 225,000,000 113,975,000 113,975,000 152,975,000 


LONG TERM DEBT 
Northern Electric 


4% % Sinking Fund Debentures 


(39,000,000 shs.) 


(23,562,500 shs.) 


(23,562,500 shs.) (26,162,500 shs.) 


due November 1, 1976 (2) ..... 20,000,000 6,893,000 6,893,000 6,893,000 

5% % Sinking Fund Debentures, 

1962 Series due December 15, 
MOSQR(D)R tore ea ee oe ee eee 20,000,000 12,915,000 12,915,000 12,915,000 

62 % Sinking Fund Debentures, 
Series C due April 15, 1986 (2) . 15,000,000 11,264,000 11,264,000 11,264,000 

934 % Sinking Fund Debentures, 
Series D due April 30, 1990 (2) . 40,000,000 36,400,000 36,400,000 36,400,000 
SUCK tert, wee ered — 6,375,000 6,375,000 6,375,000 

MINORITY INTEREST IN 

SUBSIDIARY COMPANIES (3) ... — 5,090,000 5,090,000 5,090,000 


(1) Gives effect to the increase in authorized capital and the subdivision of common shares on a 13 for 1 basis on October 24, 1973. 


(2) Reflects increase in interest rate effective November 1, 1973 of %4 of 1% per annum as a result of trust agreement amendments 


on October 5, 1973. 


(3) See “Options to Purchase Securities” on page 15. 


(4) In addition to its paid-up share capital the Company had consolidated retained earnings and contributed surplus aggregating 


$89,725,000 as at September 30, 1973. 


(5) See note 10 to financial statements on page 22 for material contractual obligations under long term property leases. 


THE TELECOMMUNICATIONS EQUIPMENT INDUSTRY 


The markets served by the telecommunications equipment industry encompass virtually all forms of sound, 
image and data transmission. In its most common form, telecommunications involves the use of telephone circuits 
including the familiar telephone set and telephone wire, microwave radio and satellites. 


The world telecommunications equipment industry was founded in North America and today most major 
international manufacturers rely in part on patents and technical developments which originally came from 
Western Electric Company, Incorporated (‘“Western Electric’), the manufacturing arm of The American Tele- 
phone and Telegraph Company and associated companies (the “‘U.S. Bell System’’). Northern Electric shares in 
this common heritage. 


Equipment . 
Telecommunications equipment can be grouped in five broad categories and all such equipment must be 
compatible to work together in a given system: 


(1) Subscriber Apparatus: 

Subscriber apparatus is the equipment used on the subscriber’s premises and consists mainly of telephone sets 
and peripheral devices such as speaker units, electronic answering equipment and automatic dialers. It generally 
involves shorter and less costly development cycles than other categories of telecommunications equipment. The 
manufacturing process is one of mass production with annual output of component parts typically measured in the 
hundreds of thousands. Deliveries are made off-the-shelf or within a month or two of the date of order. 


(2) Business Communications Systems: 

This category of equipment encompasses private automatic branch exchanges, switching equipment for key 
telephone sets and equipment for data communications. The technology employed in the latest equipment is highly 
sophisticated, with recent developments leading to the widespread use of microcircuits. 


(3) Central Office Switching Equipment: 

Switching equipment is used in telephone exchanges to connect both local and long-distance calls. The 
latest generation of switching equipment uses computer control techniques and electronic circuitry. Earlier types 
of equipment, still in large scale production, primarily employ electromechanical components. The development 
cycle of electronic switching equipment covers several years with expenditures of tens of millions of dollars. Lead 
time from customer order to initial operation of an exchange is usually from one to two years. Individual sales 
range up to several million dollars and subsequent expansions of an exchange usually involve the purchase of 
additional millions of dollars of equipment from the same manufacturer over a period of years. 


(4) Wire and Cable: 

The manufacture of wire and cable requires heavy capital expenditures in processing equipment and 
expertise in design. The production process involves converting copper and other materials into conductor cable 
ranging from a single wire to several thousand wires in one sheath. With the exception of sophisticated products 
such as high circuit capacity coaxial cable, sales involve short lead times with delivery normally counted in days 
from date of order. Included in this category are various products used in the installation and connection of wire 
and cable, such as terminals, protectors, connectors and related items. 


(5) Transmission Equipment: 

This equipment carries telecommunications traffic between central exchanges. It includes microwave radio 
circuits, satellite systems and electronic equipment used with cables. The development os transmission equipment 
usually involves heavy expenditures and long lead times for major new systems. 


Markets 

The principal purchasers of the five broad categories of equipment described above are telephone operating 
companies. World-wide, exclusive of The People’s Republic of China, it is estimated that by the end of 1973 some 
330 million telephones will be connected to various telephone systems with approximately 20 million telephones 
being added each year. Expenditures on telephone sets represent a small part of the overall annual capital 
expenditures by telephone operating companies. Industry statistics show that in Canada in 1971 telephone 
companies spent more than $1,500 for each new telephone added. While this amount includes the cost of buildings, 
vehicles and other items, the bulk of the expenditures relates to telecommunications equipment. 


4 


Canadian Market 
The primary market in Canada for telecommunications equipment consists of 1,400 operating telephone 
companies connecting about 11 million telephones. There are four major market segments: 
Approximate Percentage 
of Total Telephones 
(IEEE re EW mar eee MCP, SR RA treo iShares i 62% 
Subsidiaries and associated companies of Bell Canada .......... 8% 
General Telephone and Electronics Corporation associated com- 
panies (including British Columbia Telephone Company and 
CDEC MOlCD MONE ) yak cy ete aE Lie + By eu cea Ge hehe 20 ks rc i au 12% 
ihemimnanly in the Praitie Provinces)... .. 02.) 0s oes i ess 18% 


In 1972, more than 700,000 telephones were added to the Canadian network and in the five year period ended 
December 31, 1971 the number of telephones in Canada increased from 7.9 million to 10.3 million. Spending by 
telephone companies rose at a faster rate than the increase in number of telephones, as evidenced by construction 
and equipment expenditures of $489 million in 1966 and $816 million in 1971. 


United States Market 
The primary market in the United States consists of 1,800 operating telephone companies connecting about 
138 million telephones. It consists of four major market segments: 


Approximate Percentage 
of Total Telephones 


MOORES CSV SECT Gn oh cts aatakewnie oye aod ats lala ta Gatien de a OO tee 83% 
Independents 
General Telephone and Electronics Corporation associated 
CCU SET Sy REO Ua RM ote Pe RU a 8% 
Major independent companies (in excess of 100,000 tele- 
Phones seach eee | rac Vctones cr kota hele eee hieapes SAIS Sh 6% 
Siialler Independent COMPANIES — 2 yee. sxe ose was so ticte iw egal os 3% 


Companies independent of the U.S. Bell System operate 24 million telephones and represent a market more 
than twice the size of the entire Canadian market. The market most open to competitive penetration is found 
among these companies. 


In 1972, over 6 million telephones were added to the United States network, of which 1.2 million were 
added by companies outside the U.S. Bell System. Between 1966 and 1971, the number of telephones in service 
in the United States increased from 99 million to 126 million. Here again, gross annual construction expenditures by 
telephone companies have shown a significantly faster rate of growth, increasing from $5,340 million in 1966 to 
$9,458 million in 1971. Construction expenditures by the independent telephone companies increased from 
$1,147 million in 1966 to $1,858 million in 1971 and are estimated at $2,500 million in 1973. The 1973 expenditures 
of these companies will exceed those of the U.S. Bell System 15 years ago. 


Offshore Markets 

Markets outside North America include telecommunications systems, owned primarily by governments, 
operating 180 million telephones. There are three major segments to this market with Europe representing 
63%, Japan 20%, and other countries 17%. 


The potential growth of these markets in terms of telephones is considered higher than in North America 
due to their much lower telephone densities. 
Telephones/100 Population 


1960 1971 
CAMA A. gee ers ES ee ed Sis ees eee wan eels 32.0 47.4 
WiitedeStates sere ee eco ts ele eens, ROMNEY oe re olen os 40.8 60.1 
ENItO pentane Sioa ei ee orem. Mae Eights ae Semes NRL 7.4 14.8 
Papanly pent rete re ee cd Newke i wee tinetnic are et taeseatckns a ae 2) 28.2 


European governments are rapidly escalating spending on telephone systems. However, access to these markets 
presents problems to North American manufacturers because of government purchasing policies and equipment 
incompatibility. The Japanese market is one of the most rapidly growing in the world, but government policies 
restrict the access of non-domestic suppliers. 


Secondary Markets 


In addition to the telephone markets referred to above, there is an important secondary market made up of 
government organizations, transportation companies, and companies operating other forms of communications 
networks. Furthermore, a substantial private demand exists for branch exchanges, telephone sets and other 
equipment. In much of Europe a market for private equipment has existed for many years. The subscriber 
apparatus and business communication systems markets have not, therefore, been as tightly closed to competition 
as have the main central office switching and transmission businesses. 


Competition 


Competitors in the telecommunications equipment market are numerous and vary from the very small, 
highly specialized manufacturers to large multinational companies. 


Most of the major telecommunications equipment suppliers in the world compete for Bell Canada’s business 
as well as that of the rest of the Canadian telephone network. Northern Electric sells to all segments of the Canadian 
operating telephone companies market and believes that it has in excess of 70% of this market. Major competitors 
include subsidiaries of General Telephone and Electronics Corporation (““GTE”’) and International Telephone and 
Telegraph Corporation (“ITT”) which manufacture and market telecommunications equipment in Canada. 


In the United States, the largest manufacturer, Western Electric, sells almost exclusively to the U.S. Bell 
System and government agencies. The independent telephone operating company market is served, in part, by GTE 
Automatic Electric Inc. (a subsidiary of GTE), North Electric Company (a subsidiary of United Tele- 
communications, Inc.) and Superior Continental Corp. (a subsidiary of Continental Telephone Corporation). 
Major suppliers not controlled by telephone companies include Stromberg-Carlson Corporation and manufacturing 
affiliates of ITT. Northern Electric sells to all segments of the United States market including the U.S. Bell System. 


Northern Electric is one of the three largest North American manufacturers of telecommunications equipment. 
The Company and Western Electric are the only North American manufacturers with substantial production 
and development in all five equipment categories previously described. 


Foreign manufacturers, particularly Japanese, compete actively in certain equipment categories. Lack of 
equipment compatibility limits the penetration into the North American market by European manufacturers. 


In Europe, the major manufacturers are the Plessey and GEC/AEI groups of the United Kingdom, Philips 
Industries, N.V. of Holland, L. M. Ericsson Telephone Company of Sweden, Siemens A. G. of West Germany 
and other national and European-based international companies. Subsidiaries of ITT and GTE have established 
positions in the market, while Northern Electric, other North American manufacturers and Japanese manufacturers 
are intensifying their efforts to obtain a share of this market. 


The Nippon Electric, Oki, Hitachi and Fujitsu groups, the major Japanese manufacturers, with their strong 
domestic base, not only effectively dominate their own market but compete aggressively around the world. 


BUSINESS OF THE COMPANY AND ITS SUBSIDIARIES 
History and Development 
Northern Electric was incorporated in 1914 as a subsidiary of Bell Canada and as the Canadian affiliate of 


Western Electric to service the manufacturing requirements of Bell Canada. Prior to 1956, Northern Electric was 
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owned to the extent of 44% by Western Electric and 56% by Bell Canada. Following a court judgement in the 
United States, Western Electric disposed of its interest in the Company and by 1962 Bell Canada had become 
the sole owner of Northern Electric’s capital stock. 


Before 1958, most of the designs and much of the technology employed by the Company came from Western 
Electric. In 1958 Northern Electric established a separate research and development organization to develop new 
products, thus beginning a process which over the intervening years has made the Company largely self-sufficient 
in design and technology. The establishment of this research and development organization was a turning point 
in Northern Electric’s evolution. The Company, however, has continuing rights to use all Western Electric’s existing 
patented inventions and certain technical information and is presently negotiating for rights to use future 
patented inventions. 


Concurrently with its research and development activity which enabled it to design equipment suited to the 
different technical specifications of the overseas market, the Company during the 1960’s obtained international 
business in the face of severe competition. Although losses were incurred in earlier years, offshore activities are 
now profitable. During the last three years offshore selling has been mainly directed at selected markets to con- 
solidate market positions gained through prior sales. One of the Company’s early overseas contracts led to the 
establishment in 1967, jointly with the Government of the Republic of Turkey, of a subsidiary to manufacture 
and supply switching equipment, associated power supplies and telephone sets for the modernization of Turkey’s 
communications system. In 1972 the Company signed a five year contract for the supply to Turkey of $36 million 
of Canadian telecommunications products and services. 


As part of its approach to the European Economic Community market, the Company in April 1973, 
incorporated Northern Electric Company (Ireland) Limited (“‘N.E. Ireland’) to manufacture telephone 
equipment. The Company anticipates locating additional plants in Europe. Plessey Telecommunications Limited 
of England has been licensed by Northern Electric to manufacture and sell certain subscriber products in the United 
Kingdom and other countries. 


Until 1971, the Company sold into the United States market mainly on a project basis not involving any 
continuing market share. In that year, the Company incorporated Northern Telecom, Inc. (“NTI”) to manufacture 
and distribute telecommunications equipment in the United States. NTI has made significant progress in obtaining 
a share of the United States market. Sales in 1972 were $27 million and, based on sales to date and orders on hand, 
NTI projects sales for 1973 of $50 million. As part of the Company’s expansion into the United States, a 
manufacturing plant was established in 1972 and two more are scheduled to be in production by early 1974. 
In 1973, NTI acquired Northeast Electronics Corporation (‘‘Northeast’’) of Concord, New Hampshire, a manu- 
facturer of electronic transmission test equipment and automatic testing systems for the communications industry. 
NTI is seeking further acquisitions. 


Realigned Operations 


To consolidate the research efforts of the Company and those of Bell Canada, Bell-Northern Research Ltd. 
(‘““<BNR’’) commenced operations in 1971. With a staff of 1500 employees, including 600 engineers and scientists, and 
currently spending about $40 million annually, it is the largest industrial research and development organization 
in Canada and ranks among the largest in North America. BNR carries out research, design, development, long- 
range planning and systems engineering in all fields of telecommunications. The Company owns 49% of BNR 
and 51% is held by Bell Canada. 


In order to provide public identification and to better define business direction, the operations of a former 
division of the Company were transferred to Nedco Ltd. (‘NEDCO”), a wholly-owned subsidiary incorporated 
in 1972. NEDCO is a major distributor of electrical and industrial products in Canada. Recently, NEDCO 
acquired control of Zenith Electric Supply Limited, a company in the same field whose sales for the nine months to 
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September 30, 1973 were $16,300,000. NEDCO’s sales for the nine months ended September 30, 1973 were 
$80,800,000. 


In 1969, Microsystems International Limited (‘“Microsystems”) was formed to develop and manufacture 
semiconductor products including integrated circuits. It has expanded operations to include sales and marketing 
subsidiaries in the United States and West Germany. Another subsidiary in Penang, Malaysia, operates an 
assembly plant. Sales for the nine months ended September 30, 1973 were $15,700,000. 


Products 


Products manufactured by Northern Electric may be summarized by major industrial categories as follows: 
(photographs of certain of the Company’s products appear on page 23) 


(1) Subscriber Apparatus: 


Northern Electric manufactures telephone sets, compatible with North American telephone systems and 
networks, in many types and sizes to suit virtually any application. Dial telephones, key telephone sets, push-button 
telephones that can also serve as computer in-put devices, CONTEMPRA* telephones, and CENTURION* coin 
telephones are manufactured with an emphasis on customer requirements, flexibility and low maintenance costs. 
The LOGIC* unit, a new concept in telephone and data sets, provides plug-in facilities for accessories such as 
loud-speaking units and electronic answering equipment. COMPANION* handsfree units, introduced in 1973, 
are designed for both the residence and business markets. 


(2) Business Communications Systems: 


The Company manufactures business communications equipment including data systems, key telephone 
systems, intercom systems, cordless switchboards, manual or private automatic branch exchanges (PABX) 
and other specifically designed instruments. The key telephone systems, such as the SK-1 are designed for 
the small business. Other key telephone systems are designed to meet larger requirements. A PULSE* fully electronic 
private automatic branch exchange of a compact and modular design was successfully introduced in 1972, Based on 
sales to date and orders on hand, 1973 PULSE PABX sales will be about $10 million of which more than half 
will be in the United States market. With the provision of additional facilities, the manufacture of this product 
is projected to be tripled in 1974. 


(3) Central Office Switching Equipment: 


The Company manufactures a wide range of central office switching equipment. Step-by-step electromechanical 
systems are manufactured to supply extensions of systems installed as far back as the 1920’s. Northern Electric also 
supplies modern crossbar systems, first introduced in 1954, for both extensions and new requirements. In recent years, 
to provide greater flexibility at less cost to the user, Northern Electric developed the SP-1 family of stored program 
computer controlled electronic switching systems. The first SP-1 electronic switching system was put into commercial 
service in late 1971. The Company’s delivery schedule calls for the installation of the seventeenth such system by the 
end of 1973. The total value of SP-1 orders received is in excess of $100 million, with a significant portion from 
telephone operating companies in the United States. 


(4) Wire and Cable: 


Wire and cable is produced for the electrical power industry as well as telephone operating companies and 
ranges from telephone wires to high capacity communications transmission cable. The Company operates its own 
rod rolling mill. Power cables, composite coaxial cables, switchboard cables, pulp-insulated exchange cables and 
polyethylene insulated cables are manufactured in a large number of sizes to suit various requirements. Grouped in 
this category are products manufactured for use in the installation and connection of wire and cable including 
terminals and closures, loading devices, protectors, heat coils, backboards and cases. 


*Trademark 


(5) Transmission Equipment: 

Northern Electric produces a broad line of high performance transmission systems, including multiplex, 
microwave radio, cable carrier and line equipment. Northern Electric’s MA-5 multiplexer combines up to 2700 
voice channels on a single transmission path. The Company’s new RA-3 microwave radio family of six models for 
long-haul, heavy route microwave systems is an important product. One of the first substantial RA-3 orders was 
received from Western Union Telegraph Company for installation in 1974 in the United States. In September 1973, 
Northern Electric was awarded a contract by The Alberta Government Telephones Commission for a 220 mile 
RA-3 microwave radio system to be delivered in mid-1974. Northern Electric’s LD-4 digital coaxial cable carrier 
system provides 20,000 two-way voice channels on a 12-tube coaxial cable. The first major LD-4 system is now being 
installed for the new, high capacity Montreal-Ottawa-Toronto communications link. 


The Company, using experience gained in the design of ground tracking stations and satellite studies, has become 
associated with a number of space projects. Northern Electric supplied communications equipment for the inter- 
national INTELSAT IV series of satellites and for the ANIK Canadian domestic satellite. Equipment orders, 
including four communications platforms for Western Union Telegraph Company and another three for American 
Satellite Corporation, have been received for United States domestic satellite systems. 


In the year ended December 31, 1972, consolidated sales of the Company’s products in the above five categories 
amounted to $420 million, with no individual category amounting to less than $35 million. In the opinion of 
management, the Company’s products are as technologically advanced as those of its competitors and it has a lead 
in the development of several applications of modern technology. 


Bell Canada Agreements 

As of November 3, 1939, the Company entered into a Supply Agreement with Bell Canada under which the 
Company agreed to sell to Bell Canada telecommunications and other equipment and services. The Agreement, as 
amended, remains in force until terminated by mutual consent or by one year’s notice by either party. The Agreement 
provides for an annual review of prices. Pursuant to the Agreement, Bell Canada had on order at September 30, 
1973, from the Company for future delivery, equipment, materials and services with a total sales value of approx- 
imately $178,000,000. 


Bell Canada has a Service Contract with The American Telephone and Telegraph Company (“AT&T’’) 
under which Bell Canada is entitled to use, for a consideration, certain devices, methods and systems for its 
telecommunications business which are covered by Canadian patents owned or controlled by AT&T and its 
subsidiaries. The parties have agreed to terminate the Service Contract. Northern Electric’s rights to existing 
patented inventions of Western Electric and AT&T (Western Electric is a subsidiary of AT&T) and to certain of 
Western Electric’s technical information will not, in the opinion of management, be affected by this termination. 
In addition, the Company’s negotiations for licenses under future patented inventions of Western Electric and AT&T, 
are not expected to be prejudiced. 


Property 

The Company operates 20 plants and warehouses in 7 provinces of Canada, occupying over 5 million square 
feet of space, of which approximately 1.2 million square feet are leased. As additions and replacements for older 
facilities, four new Company owned plants are being established in Canada, totalling 540,000 square feet. 


NEDCO and its subsidiary, Zenith Electric Supply Limited, operate 45 warehouses and sales offices across 
Canada, occupying over 790,000 square feet of space of which approximately 640,000 square feet are leased. NTI, 
BNR, Microsystems and the Company’s subsidiaries in Turkey and Ireland have 10 plants or laboratories occupying 
in excess of 800,000 square feet of space of which 630,000 square feet are owned and the balance leased. Two new 
plants are being established in the United States with expansions underway at two other locations. 


Industrial Relations 

Approximately 65% of the more than 22,000 employees of the Company and its subsidiaries are represented 
by unions. Following a series of strikes in the months of May, June and July 1973 by office and plant workers in 
Canada, settlements were reached which permitted a resumption of operations late in July 1973. The Company’s 
principal labour contracts expire in 1976. 


MAJOR SUBSIDIARIES 
Northern Telecom, Inc. 

NTI, a wholly owned subsidiary with its head office in Boston, Massachusetts, was formed in 1971 to 
manufacture and market telecommunications equipment in the United States. NTI handles all five major product 
categories referred to previously and is one of the few companies selling such an extensive and varied product line 
in the United States. NTI operates a telephone apparatus assembly plant at Port Huron, Michigan, which is 
currently being expanded. New manufacturing facilities are being established at Butner, North Carolina and 
Mountain View, California for production, in early 1974, of electronic switching systems, private automatic 
branch exchanges and other telecommunications products. Capital expenditures related to these new facilities are 
expected to amount to $4.8 million. NTI has sales offices in New York, Florida, Texas, Illinois and California 
and a warehouse in Ohio. 


Northeast Electronics Corporation, acquired by NTI in 1973, manufactures general-purpose transmission test 
equipment and automatic testing systems for the telecommunications industry. To provide additional capacity a 
new plant with an estimated cost of $1,000,000 is being built at Concord, New Hampshire. 


Nedco Ltd. 

NEDCO and its subsidiaries are engaged in the national distribution of electrical and industrial products with 
1,000 employees located in sales offices and warehouses in 41 Canadian cities. They distribute more than 
15,000 industrial and electrical products purchased from over 200 manufacturers, with Northern Electric supplying 
less than 20% of such purchases. In 1972, NEDCO eliminated many unprofitable product lines and while this action 
resulted in a decrease in sales, it contributed to an increase in earnings. The product base is now being expanded 
with new higher margin lines. 


Pursuant to an offer made in August 1973, NEDCO has acquired, at $3.25 per share, over 94% of the 
1,273,254 outstanding shares of Zenith Electric Supply Limited, a Toronto based electrical and electronic whole- 
sale distributor with 11 branches in Ontario. 


Microsystems International Limited 
Microsystems manufactures semiconductors including integrated circuits and similar products for the computer 
and telecommunications industries. Its principal production facility is located near Ottawa. 


In 1970, Microsystems issued to the public 2,000,000 common shares of its capital stock. At September 30, 1973, 
Northern Electric owned 59.5% of Microsystems’ 5,127,859 outstanding common shares, and is committed to pur- 
chase, by December 31, 1973, an additional 1,500,000 common shares at a price of $10 per share which will 
bring Northern Electric’s ownership to 68.6%. As of September 30, 1973, Northern Electric had advanced to Micro- 
systems $10,000,000 in respect of this commitment. 


From inception in 1969 to September 30, 1973, Microsystems has incurred losses of $26,195,000. Of this 
amount, $3,628,000 represents a loss for the nine months ended September 30, 1973. 


Northern Electric Telekomunikasyon, A.S. 

In 1967, Northern Electric, jointly with the Post Telegraph and Telephone Administration of the Republic of 
Turkey, (““PTT’’) incorporated Northern Electric Telekomunikasyon, A.S. (“NETAS’”’) as a manufacturing 
company in the Republic of Turkey. The NETAS plant produces switching equipment, associated power supplies and 
switchboards, and telephone sets. NETAS is 51% owned by Northern Electric, with PTT owning 49%. 


Northern Electric Company (Ireland) Limited 

N.E. Ireland, a wholly-owned subsidiary, was incorporated in 1973 to manufacture products associated with 
telephone station equipment and electronic private automatic branch exchanges, components and sub-assemblies 
in Galway, Ireland. Production commenced in September 1973. 


Nevron Industries Company Limited 


Nevron Industries Company Limited, a wholly-owned Canadian subsidiary, with capital of $5,000,000 was 
formed in 1972 to make investments of the type generally designated as venture capital situations. 
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MANAGEMENT 
Directors and Officers 


The names, home addresses, positions held with Northern Electric, and principal occupations of the directors 
and officers are set forth below. 


Name and Address Position Held Principal Occupation 
EWART ORVILLE BRIDGES .............. IDINCC COR 3 aes Sa ae Executive, 
2 Breton Woods, Executive Vice-President, Northern Electric 
Beaconsfield, Québec. Switching and 
Transmission 
ALBERT JEAN DE GRANDPRE, Q.C. ...... DCCC LA ee ee Seen eeiee Saws President, 
1115 Sherbrooke Street West, Bell Canada 
Montreal, Québec. 
GEORGES DE LERY DEMERS, Q.C. ...... PDITORCOl ene 2o2e bese cee oe he coe President, 
236 Marie Victorin Street, Sterling Securities Corporation 


St. Nicolas, Québec. 


PANES IOUGLAS GIBSON; ©.B.E. ¢...-500 DITECION oss oboe ieee vs Saale es Economic Consultant 
406 Glenayr Road, 
Toronto, Ontario. 
ROBERT ST. CLAIR HURLBUT .......... PPILCCLOR MN eee rs eee eee Chairman of the Board and President, 
18 Sandfield Road, General Foods Limited 
Don Mills, Ontario. 
HERBERT HAYMAN LANK .............. IDIFSCtOL: . Gua tase oe ee Director, 
168 Edgehill Road, Du Pont of Canada Limited 
Westmount, Québec. 
WALTER FREDERICK LIGHT ............ Director Tee Oe eee. ree Executive Vice-President, 
5 Normandy Drive, Bell Canada 
Town of Mount Royal, Québec. 
JOHN CUNNINGHAM LOBB ............ BITE CHOP alii senses To ee eek reds Executive, 
1115 Sherbrooke Street West, President and Chief Northern Electric 
Montreal, Québec. Executive Officer 
VERNON OSWALD MARQUEZ ........... DICtOr Ree reke ike ete iorars Consultant, 
2890 Ste. Angélique Road, Northern Electric 
St. Lazare, Québec. 
CHARLES GORDON MILLAR ...........- Divectorineeasie tats Ae Executive, 
3511 Ponytrail Drive, Executive Vice-President, Northern Electric 
Mississauga, Ontario. Operations 
JOHN ANGUS OGILVY, Q.C. ........... Directors. | AR es Senior Partner, 
1321 Sherbrooke Street West, Ogilvy, Cope, Porteous, Hansard, 
Montreal, Québec. Marler, Montgomery & Renault 
CHARLES*t PERRAULT® secre hos lets stares ae Director tcc ees President, 
11355 James Morrice Street, Conseil du Patronat du Québec 


Montreal, Québec. 
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Name and Address 


GERARD PLOURDE 
6065 de Vimy Avenue, 
Montreal, Québec. 


ROBERT CARLTON SCRIVENER 
1321 Sherbrooke Street West, 
Montreal, Québec. 


JAMES CARDEN THACKRAY 
1 Harper Gardens, 
Toronto, Ontario. 


WILLIAM MAURICE YOUNG 
2376 Southwest Marine Drive, 
Vancouver, B.C. 


CLARENCE ARTHUR ANDERSON 
80 Leland Road, 
London, Ontario. 


QUENTIN BALL 
112 Forest Street, 
Wellesley Hills, Mass. 


WALTER CLARK BENGER 
642 Murray Hill, 
Westmount, Québec. 


GASTON ROBERT BOYER 
380 Olivier Avenue, 
Westmount, Québec. 


DAviIpD ARTHUR CLIMAN 
1115 Sherbrooke Street West, 
Montreal, Québec. 


Roy THOMAS COTTIER 
337 Metcalfe Avenue, 
Westmount, Québec. 


RICHARD FRANCIS DOYLE 
295 Pinetree Crescent, 
Beaconsfield, Québec. 


RICHARD ALPHONSE FORTIER 
2005 Melba Street, 
Saint Bruno-de-Montarville, Québec. 


WILLIAM LEONARD GLASSPOOLE 
135 Ivanhoe Crescent, 
Pointe Claire, Québec. 


WALTER RITCHIE JOHNSTON 
410 Caledonia Avenue, 
Dorval, Québec. 


WILLIAM JOHN PARDY 
7 Waverly Avenue, 
Pointe Claire, Québec 

JOYCE ANN BORDEN REED 


60 Melbourne Avenue, 
Town of Mount Royal, Québec. 
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Position Held 
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Director and 
Chairman of the Board 
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Vice-President 
and Product Line Manager, 
Subscriber Equipment 
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Vice-President 
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Vice-President 
Technology 
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Vice-President 
Administration 
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Vice-President Finance 
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Vice-President: "ee. ce haa eee 
Corporate Relations 


Executive Vice-President 
Finance 


Vice-President 2% ose. eon ee 
Industrial Relations 


Vice-President — Controller .. 
Executive Vice-President, 


Station and Business 
Communications 
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Vice-President and General ... 
Manager, Cable 


616 2 6 ee ee a 


Corporate Secretary 
and Counsel 
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Principal Occupation 


Chairman of the Board and 
Chief Executive Officer, UAP Inc. 


Chairman of the Board and 
Chief Executive Officer, Bell Canada 


Executive Vice-President, 
Bell Canada 


Chairman of the Board and 
Chief Executive Officer, 
Finning Tractor & Equipment Co. Ltd. 


Executive, 
Northern Electric 


Executive Vice-President, 
Northern Telecom, Inc. 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


. Executive, 


Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Executive, 
Northern Electric 


Name and Address Position Held Principal Occupation 


BRUCE SUTHERLAND RUSSEL .......... ‘Freasuneiame eset rea eee Executive, 
564 Lansdowne Avenue, Northern Electric 
Westmount, Québec. 

WILLIAM TYRIE SIMPSON ............. VaCE-PReSIOENT . <Siucic ake + «6 + bes Executive, 
379 Berkeley Circle, Transmission Northern Electric 
Dorval, Québec. 

WILLIAM ALLIN THOMPSON .......... Wice=PresiGenta cots e eee we i's « Executive, 
455 Lakeshore Road, Manufacturing Northern Electric 
Beaconsfield, Québec. 

PORE WLURCO Rb as ic tare wee snore nese ¢ WiiCe TOS Ie I Car Ohta talevrsuage 3 Executive, 
1569 Truscott Drive, Switching Northern Electric 
Clarkson, Ontario. 

JACQUES PHILIPPE VILLENEUVE ........ Vice-President "2s os Nees soe es Executive, 
12 Beloeil Avenue, Personnel Northern Electric 
Outremont, Québec. 

KENNETH HAROLD WOODLEY .......... Executive Vice-President, ..... Executive, 
30 Rockwood Drive, Cable and Outside Plant Northern Electric 


Dollard-des-Ormeaux, Québec. 


The directors and officers of Northern Electric who have not held their present business affiliations for the 
past five years are as follows: Mr. E. O. Bridges was Executive Vice-President, ITT Latin America Inc., and 
Vice-President, ITT Telecommunications, a subsidiary and division respectively of ITT, before joining Northern 
Electric in June 1969; Mr. J. C. Lobb was Executive Vice-President of ITT, President and Chief Executive 
Officer of Crucible Steel Corporation (now Crucible Inc., a wholly owned subsidiary of Colt Industries Inc.), a 
partner of Donaldson, Lufkin & Jenrette, Inc. (a New York investment banking firm), and assumed the position 
of President of Northern Electric in June 1971; Mr. C. Perrault was President of Casavant Fréres Ltée, before 
becoming President of the Conseil du Patronat du Québec in January 1969; Mr. D. A. Climan was Director, 
International Finance, and Vice-President, International Operations, International Division of Allied Chemical 
Corporation, before joining Northern Electric in July 1973; Mr. R. T. Cottier was Vice-President and Director 
of Public Relations of Massey-Ferguson Inc., Director, Corporate Relations of Molson Industries Limited, and 
Vice-President, New Enterprises Group of W. R. Grace & Company, prior to joining Northern Electric in September 
1973; Mr. R. F. Doyle was Senior Vice-President and a Director of Allied Products Corporation, before joining 
Northern Electric in November 1972; Mr. R. A. Fortier was Industrial Relations Manager at Aluminum Company 
of Canada, Limited, President of the Pulp & Paper Industrial Relations Council, prior to joining Northern Electric 
in November 1972; Mr. J. P. Villeneuve was Corporate Vice-President, Personnel, of Marine Industries Limited, 
President and General Manager of Volcano Limited, prior to joining Northern Electric in July 1973. 


Remuneration of Directors and Senior Officers 

The aggregate direct remuneration paid or payable by Northern Electric and its subsidiaries to directors and 
senior officers of Northern Electric for the year ended December 31, 1972 was $1,128,000, and for the ten 
months ended October 31, 1973 was $1,188,000. The estimated cost to the Company and its subsidiaries in the 
last completed financial year of all pension benefits, including deferred compensation, proposed to be paid in the 
aggregate in the event of retirement at normal retirement age, directly or indirectly, by the Company or its subsidiaries 
to the directors and senior officers of the Company, was $115,000. No pension benefits are proposed to be paid 
by the Company to any director who is not also an officer of the Company. 


In 1972, the Company established an incentive remuneration plan to grant awards to officers and employees 
who are considered to have made an outstanding contribution to the success of the Company. Grants under this 
plan must be approved by the Board of Directors. For the year 1972, the Board approved awards amounting to 
$373,000 for senior officers of the Company. Of this amount, $69,000 has been paid through October 31, 
1973. It is proposed that the balance together with an interest factor be paid in the future in accordance with the 
terms of the plan which provide for nonpayment under certain specified conditions. No awards have been approved 
as yet by the Board for 1973. 
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PRINCIPAL HOLDER OF SECURITIES 
The following table sets forth the ownership, beneficially and of record, of the equity shares of Northern Electric 
as at October 15, 1973 after giving effect to the 13 for 1 subdivision of common shares on October 24, 1973: 


Percentage of Percentage of 
shares owned shares owned 


Name and Designation Type of Number of before this after this 
Address __ of class= ownership shares owned = offering _—— offering 
Bell Canada, Common Record* 23,562,500 100% 90.1% 
1050 Beaver Hall Hill, and 

Montreal, Québec Beneficial 


*15 common shares are registered in the names of directors for qualifying purposes. 


As at October 15, 1973, directors and senior officers of the Company, as a group, beneficially owned less than 
1% of the outstanding common shares of Bell Canada and Microsystems. 


DETAILS OF THE OFFERING 
Description of Common Shares 


The common shares of the Company are without nominal or par value and the holders are entitled to receive 
pro rata such dividends as may, from time to time, be declared by the Board of Directors; are entitled to one vote per 
share; have no preemptive or conversion rights; and are entitled, upon liquidation, to receive pro rata such assets of 
the Company as are distributable to holders of the common shares. Outstanding common shares are fully paid 
and non-assessable. 


Plan of Distribution 

Under an agreement dated December 4, 1973 between the Company and Greenshields Incorporated, Dominion 
Securities Corporation Harris & Partners Limited, A. E. Ames & Co. Limited, and Crang & Ostiguy Inc., 
as underwriters, the Company has agreed to sell and the underwriters have agreed to purchase on December 18, 
1973 the 2,600,000 common shares offered by this prospectus at a price of $15.00 per share, payable in cash 
to the Company against delivery of the said shares and the Company has agreed to pay the underwriters 
a commission of $0.84 per share. The obligations of the underwriters under the agreement may be 
terminated at their discretion on the basis of their assessment of the state of the financial markets and may also be 
terminated by them upon the occurrence of certain stated events. The underwriters are, however, obligated to take 
up and pay for all of the 2,600,000 common shares if any of the said shares are purchased under the agreement. 


Use of Proceeds 

The estimated net proceeds to be received by the Company from the sale of the common shares offered by this 
prospectus, amounting to $36,666,000 after payment of expenses of issue estimated not to exceed $150,000, will 
be added to the Company’s general funds and used to increase its capital base. The funds may incidentally be applied 
to meet increased working capital requirements resulting from expansion of the Company’s business and to meet 
expenditures for additional production facilities and expansion of present facilities. Estimated consolidated capital 
expenditures for 1974 will exceed depreciation charges by $32 million. 


Dilution 

Based on the consolidated balance sheet as at September 30, 1973 and after giving effect to this issue, the 
book value is $9.21 per common share. Accordingly, purchasers of the shares offered by this prospectus might be 
said to have incurred an immediate dilution of $5.79 per share when compared to such book value. 


Eligibility for Investment 
In the opinion of counsel, the common shares will qualify as investments: 


(a) in which insurance companies registered under Part III of the Canadian and British Insurance 
Companies Act (Canada) may invest their funds without resorting to the provisions of subsection (4) 
of section 63 of such Act; 


(b) which insurance companies registered under the Foreign Insurance Companies Act (Canada) may vest 
in trust without resorting to the provisions of section 4 of Schedule I to such Act; 


(c) in which trust companies incorporated under the Trust Companies Act (Canada) may invest their funds 
without resorting to the provisions of subsection (6) of section 68 of such Act; 
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(d) in which loan companies incorporated under the Loan Companies Act (Canada) may invest their funds 
without resorting to the provisions of subsection (5) of section 60 of such Act; 


(e) in which the funds of pension plans registered under the Pension Benefits Standards Act (Canada) may 
be invested without resorting to the provisions of section 4 of Schedule C to the Regulations made 
under such Act. 


DIVIDENDS 
Dividend Record 
During the five years ended December 31, 1972, the Company paid dividends on its common shares as follows: 


Aggregate Per Share (1) 
1968 $ 9,506,000 $0.500 
1969 10,563,000 0.500 
1970 8,836,000 O2375 
1971 11,832,000 (2) 0.502 
1972 11,781,000 0.500 


(1) Reflects 13 for 1 subdivision of common shares on October 24, 1973. 
(2) Includes special dividend of $51,000. 


The Company has paid dividends for the first three quarters of 1973 aggregating $8,836,000, equal to $0.375 
per share and has declared a fourth quarterly dividend of $0.125 per share payable to shareholders of record on 
November 22, 1973. Purchasers of the shares offered hereby will not be entitled to this dividend. It is not anticipated 
that any further dividends will be declared in 1973. 


Dividend Policy 

While the Company intends to pursue a policy of paying regular quarterly dividends to the holders of its 
common shares, the declaration of such dividends and the amounts declared will be subject to future earnings, 
financial requirements and other relevant considerations. 


Dividend Restriction 

Under the terms of the trust agreements relating to its debentures, the Company has covenanted not to 
declare or pay any dividends (other than stock dividends) or purchase, redeem or reduce any of its shares if, after 
giving effect to such action, the sum of the amounts paid or distributed for such purposes after December 31, 1972 
will exceed consolidated net earnings of the Company and its subsidiaries earned after that date plus the net cash 
proceeds from the sale of its shares after that date plus $25,000,000. At September 30, 1973 $36,426,000 was 
free from these restrictions. 


OPTIONS TO PURCHASE SECURITIES 

NTI 

Under a stock option plan authorized by NTI there are reserved 125,000 of its common shares for issuance, 
at not less than 100% of the fair market value on the date the option is granted, to certain officers and key employees 
of NTI and subsidiaries upon the exercise of options, all of which must be exercised in full within five years after 
their re: pective dates of grant. Options to purchase 47,500 shares have been granted under the plan, all at U.S. $12.50 
per share and expiring on various dates during 1978. There is no reasonably ascertainable market value for these 
shares and the price was determined in relation to projected net earnings. 


Options were outstanding at October 15, 1973 as follows: 


-—to senior officers of Northern Electric, one of whom is 


a director of Northern Electric 19,000 shares 
— to directors and senior officers of NTI and Northeast not included above 14,000 shares 
— to other employees of NTI and Northeast 14,500 shares 
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Microsystems 


Under a stock option plan authorized by Microsystems there are reserved 164,400 of its common shares for 
issuance, at not less than 90% of the market price, to certain officers and key employees of Microsystems and 
subsidiaries upon the exercise of options. Options are exercisable in installments in the three years following the 
second anniversary date of the grant (except options granted on June 23, 1971 and May 30, 1972, which are now 
exercisable in full) and must be exercised no later than seven years from the date of the grant. The closing market 
price of the common shares on The Toronto Stock Exchange on October 15, 1973 was $8.25. Options outstanding 
at October 15, 1973, were as follows: 


Market price 


To officers To other employees Exercise period Option price at date of grant 
S150 13,500 June 25, $4.97 $5.125 

shares shares 1973 to 1978 

132950 14,500 June 26, 1973 $6.76 $7.25 

shares shares to May 30, 1979 

14,000 59,750 June 26, $8.55 $8.75 

shares shares 1975 to 1980 


There are warrants of Microsystems outstanding, issued to the holders of debentures of Northern Electric during 
1969 in consideration for their agreeing to the making of certain changes in the Northern Electric debenture trust 
agreements, entitling the holders to purchase 430,000 common shares of Microsystems on or before April 1, 1979, 
at $13.50 per share. 


MANAGEMENT INTEREST 


Six directors of the Company are directors of Bell Canada and two of these directors and two other directors 
of the Company are senior officers of Bell Canada and several directors and senior officers of the Company are 
also directors or senior officers of subsidiaries and all, as such, may be considered to be interested in the agreements 
with those companies referred to under “Material Contracts.” 


MATERIAL CONTRACTS 


The Bell Canada Supply Agreement is referred to on page 9. Northern Electric and its subsidiaries have entered 
into the following material contracts within the last two years, in addition to contracts in the ordinary course 
of business: 


1. Underwriting agreement referred to under “Plan of Distribution” on page 14. 


2. Agreement dated March 27, 1972 with Bell Canada whereby the Company sold land and building at North 
York, Ontario for $5,050,000 cash, which price was based on an independent appraisal. 


3. Agreement dated July 1, 1973 between BNR and Northern Electric whereby Northern Electric purchased 
certain research and development assets for $1,154,396 of which $600,000 was paid in cash and the 
balance of $554,396 is payable on or before March 1, 1974. 


4. Agreements between Northern Electric and BNR whereunder Northern Electric purchased short-term income 
debentures of BNR as follows: dated December 31, 1971 for $4,950,000 and dated May 15, 1972 for 
$550,000 (all matured and paid off); and dated December 30, 1972 for $5,500,000; and dated May 1, 1973 
for $275,000; and dated November 1, 1973 for $330,000. 


5. Agreement dated February 28, 1973, between NTI and shareholders of Northeast whereby NTI acquired 99.9% 
of the outstanding shares of Northeast for U.S. $6,758,030. 


6. Offer dated August 17, 1973 to shareholders of Zenith Electric Supply Limited pursuant to which NEDCO has 
acquired as of October 15, 1973 in excess of 94% of the 1,273,254 outstanding shares at a price of $3.25 per 
share, which offer closed November 30, 1973. 
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7. Agreement dated November 28, 1973 between the Company, Bell Canada and BNR in connection with the sale 
of patents to Northern Electric and the cross licensing of patents and technical information among the parties. 


8. Fifth Supplemental Trust Agreement bearing formal date of October 5, 1973 amending the Company’s trust 
agreements pursuant to which its debentures were issued. 


Copies of the foregoing agreements may be examined at the head office of the Company during the period of 
public distribution of the securities offered and for a period of 30 days thereafter. 


PENDING LEGAL PROCEEDINGS 


On August 31, 1971, an action was instituted in the Superior Court, District of Montreal, against the 
Company by Radionica A. G., claiming $9,204,400 in connection with the Company’s tender for the installation 
of a microwave system in Libya. Radionica A. G. has claimed $1,354,400 in loss of commissions, $350,000 in loss 
of profits and $7,500,000 in damages to reputation and goodwill. Counsel for the Company is of the opinion that 
the Company has a valid defence to the action. 


AUDITORS, TRANSFER AGENTS AND REGISTRAR 
The Company’s auditors are Touche Ross & Co., 1 Place Ville Marie, Montreal, Québec. 


The Company will maintain transfer offices for its common shares at Montreal and Toronto. Montreal Trust 
Company will act as transfer agent for the common shares of the Company at Halifax, Winnipeg, Regina, Calgary 
and Vancouver and will act as registrar for the common shares at Halifax, Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver. 


AUDITORS’ REPORT AND CONSOLIDATED FINANCIAL STATEMENTS 


AUDITORS’ REPORT 


To the Board of Directors, 
Northern Electric Company, Limited 


We have examined the consolidated balance sheet of Northern Electric Company, Limited and subsidiary 
companies as at 30 September 1973 and the consolidated statements of earnings, retained earnings and source and 
application of funds for the five years and the nine months ended 30 September 1973 and the nine months ended 
30 September 1972. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion: 


(a) the accompanying consolidated balance sheet presents fairly the consolidated financial position of the 
Company and its subsidiary companies as at 30 September 1973, 


(b) the accompanying consolidated statements of earnings and retained earnings of the Company and its 
subsidiary companies present fairly the results of their operations for the five years and the nine months 
ended 30 September 1973 and the nine months ended 30 September 1972, and 


(c) the accompanying consolidated statement of source and application of funds of the Company and its 
subsidiary companies presents fairly the source and application of their funds for the five years and the 
nine months ended 30 September 1973 and the nine months ended 30 September 1972, 


all in accordance with generally accepted accounting principles applied on a consistent basis. 


Montreal, Que. TOUCHE Ross & Co. 
4 December 1973. : Chartered Accountants 
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NORTHERN ELECTRIC COMPANY, LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 
(Thousands of Dollars) 


Cost of Sales including Selling and 


General Administrative Expense ......... 


Deprectationse pense re eee eee te 


Earnings from Operations before deducting 


Research and Development Expenses .... 


Research and Development Expenses ......... 


Incomesfrom InvestmentSs-eeeeee ae neers 


Interest Charges 


WongglernmeDebt. Vc caer eee ee 


BankvandeOther eee eee 


Earnings before Underlisted Items ............ 


Provision for Income Taxes (Note 2) ........ 


Minority Interest in Net Loss of Subsidiary 


Companies before Extraordinary Items ... 
Earnings before Extraordinary Items ......... 
BxtraordinanyeltemsaGNovens mena eee eeaer 


Net, Barnmgs for thesPerlod ase ee 


Net Earnings per Share (Note 4) 


Before Extraordinary Items 


After Extraordinary Items 


9 Months Ended 
30 September 


1973 


$422,040 


347,163 


10,377 


357,540 


64,500 


23,547 


40,953 


2,842 


43,795 


3,787 
821 


4,608 


39,187 


20,182 


19,005 


1257 


20,262 


$0.86 


$0.86 


1972 


$386,359 


325,043 


9,807 


334,850 


51,509 


22,139 


2973710 


1,465 


30,835 


4,031 


188 


4,219 


26,616 


14,533 


12,083 


1,584 


13,667 


2,685 


$ 16,352 


$0.58 


$0.69 
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Year Ended 31 December 


1970 


1969 


$534,313 


447,417 
13,047 


460,464 


73,849 
28,039 
45,810 

2,080 


47,890 


5,328 


308 


$576,296 


505,931 


11,709 


517,640 


$563,611 


509,162 
12,356 


521,518 


42,093 


30,996 


11,097 


1,562 


12,659 


4,313 
792 


$482,523 


422,060 
10,534 


432,594 


49,929 


25,933 


23,996 


i BA 


$426,272 


378,464 


9,865 


388,329 


37,943 
21,744 
16,199 
119 


16,318 


25210 


402 


(197) 


$ 20,098 


$0.86 


$0.85 


$ 12,611 


$0.54 


$0.54 


(958) 


$ 4,067 


$0.21 


$0.17 


$ 10,976 


$0.52 


$0.52 


$0.45 


$0.49 


NORTHERN ELECTRIC COMPANY, LIMITED 


CONSOLIDATED BALANCE SHEET 
AS AT 30 SEPTEMBER 1973 


(Thousands of Dollars) 
ASSETS 
Current 
LORS DB RRA occas sc ERB ede A ats) Rebtirasttinar nc?) esc ANG coe thle D222 |. 
Sonal erm Investments: at COst (approx MMates MATKEE VALUE) ct: visa 6. <6 os oo 0 0 + oraiscaeie ene ayens See eS) 
Accounts Receivable 
RUATAY AL CUMS COIR ATNNC Saag le lsc coon sla tame ice c type a S'S a No'e, 3 Sol Sap SANGNE 4,6, fea. Lig OS 39,040 
SLEW ETS cscs abe a talgracs ey CMC TERO Sa naa D tie NCAAs EARS pear Rag RCo ek a er 63,293 
BiB VC RIEOECS INNO?) Mieurd cepa Mi seal ea etree Cow Peay eee dys Oe Ee EUs! OS nile Rieter s sch as 2 4 eo oOo 149,123 
Bee ATG ROTISOS matress pit ar ere Thee CR CUMS Gc ads. 8 Aiea ca ale Oa Kee wees 4,331 
ETCH eCeINCOMe 1 LaAXeS Were ces erie te ete roe en OP te eee vb Seb ka ene eee aye 8 10,991 
304,330 
Investment in Affiliated Company at cost de Fee 
‘SPEIRS OER Fe eh oe Ce ie omaha nel PV Pe ah PO 49 
LR) nent BS nek a HY Troe Meee ig Bn tlrcage lee Om ales ce Rie ce pee Se ea VEN a 0 eae ret) 
5,824 
renee PER ESERCIN SHO LOSE ee ier cat ine fo ce es Se os ee RR ge oti BO blac gidle Yakine «4 Saeed 1,500 
Plant and Equipment at cost 
Beas RCP EMCI CSM sect mere ener, Ae ete ao. cee tree sled bn we ele tae Oe hed Sie wiee ele sine velo s 59,678 
Pe CEN AUG GUID OIC re acer gt Ne cee gle Wp odchs avd © MiB ois we eis astro s HE rtuae 4 ein Sig a awl 197,044 
250,122 
ross, -Accumulated: Depreciation 7..)atc 22s i: tia wees eG as eR Oe Mee a ee 140,781 
115,941 
Deferred Charges and Goodwill sl 
Dnameniwed Discount.and'ixpenses ondzons Termubebt : aap/de oc. 2 ce pe kai ee oe ade eo aes 666 
OCW TONOLCTO) at eR te ee ese ee he Ske oe ee ee al Mey DE ae Fame 3,808 
4,474 
$432,069 
LIABILITIES eee 
Current 
BUSCA KS Teter a eee ats ets cela nae) aOR Micaela its Gouin Chane Me = Beet, ES $ 23,031 
Accounts Payable and Accrued Liabilities 
PRTIVATC YC Off DALES rt Rie oles ere Nc arate ac Bete ee Prt Oa ool aco 8s 3,436 
QENCT 5... ARAN © <0 PMR ee okcs sis ering atte Sees ne Ce se Cia cts Se NCIS erate Sake 86,034 
BACs AVA DLS eek race thon t eint aveapate edb ns 5 spb attey ABs, oa lcho ene dg h.si abo. atue Suma NORO lS Laedesa ies ogy ti 16,736 
Long Term: Debt Instalments-due within One year:(NOter? ite ouigioea's ss cats eleg slate wets is ts 2,159 
131,396 
Pelee CRUIeE COTa IN Olen) oes meee ske eee ret LE Oe aly ssycl ai S\olans Soa.e. 86 se Hes 71,688 
BE EET ETI NCOING ARCS oir e Fela Oe hig ace bye sx eee aid do ase Me Repal eee we cinat bilg Fi aman: Piney ive’ y MEAS & gown 205195 
Minority Interest*in Subsidiary Compatiies (i202: 22 2 hen shabu serra ae mieiiela atte egies etek S 5,090 
228,369 
SHAREHOLDERS’ EQUITY TT =e 
Gap italeStOCKaINOLe 4) el yc bani mast <'- pails creu ks pated a chceageetons win v's slafe Sipi¢ ¢ ev amy ge oneal 113,975 
Gontributedesueplus (NOle 1S). neice sos cee aka © otcka ee occ etlem Ge ee eel sie Sia nein ie anc side 7,544 
Reta eC ATIINOS elon. fc pies ok cesar ert eae pron ues Mice Ten ne ete ian Ore Rag Ta a cy ci aa 82,181 
203,700 
$432,069 


Approved on behalf of the Board of Directors: 


V. O. MARQUEZ, Director 


G. PLOURDE, Director 
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NORTHERN ELECTRIC COMPANY, LIMITED 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance at Beginning of Period ..........-... 
Add: Net Earnings for the Period ........... 
Transfer of Contingency Reserve ....... 


Transfer of Reserve for Pensioners’ 
Death ‘Benefits ..40.40 oe 


Deduct. Dividends + Paid permease ete 
Balancesat; EndvolsPeriod ean eee eee 


(A) Includes special dividend of $51. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Source of Funds 
Operations: 
Nett Bharmingsees 8 so ore oe oe 
Items not requiring funds 


Depreciation and Miscellaneous ...... 
Deferred Income Taxes .............. 
Reduction in Deferred Income .... 


Minority Interest in Net Loss of 
Subsidiary Companies ........... 


Proceeds from Long Term Debt .......... 
Proceeds from Issuance of Capital Stock ... 


Proceeds from sale of Fixed Assets after 
reflecting gains and losses in Net Earnings . 


Contributed Surplus (Note 8) ............ 


Capital contribution by Minority Share- 
holders in Subsidiary Companies ........ 


Minority Interest in acquired Subsidiary 
Companys 2.5. 2) ee Lene 


Decrease in Working Capital... .......... 


Application of Funds 
Expenditures for Plant and Equipment ..... 


Property previously held for sale and 
leaseback transferred to Plant and 
Equipment’ 5703 a ee ee ee 


Reduction of Long Term Debt ........... 
Dividends) «4.2 eee ee ee eee 


Investment in Affiliated and Associated 
@ompaniese are nee a ee eee 


Othersinvestmentse ee eee 
Goodwillf(Note%6) 44 6). Pyaar Ave Ae 
Increase in Working Capital _ . 


(Thousands of Dollars) 


9 Months Ended 
30 September 


1973 


$70,755 
20,262 


1972 


$62,438 
16,352 


1972 


$62,438 
20,098 


(Thousands of Dollars) 


9 Months Ended 
30 September 


1973 


$20,262 


10,539 


(306) 


30,495 


15207) 


ZO 
1,363 


1972 


$16,352 


9,763 


C1294) 


24,904 


(1,584) 


23,320 
1,070 


2,920 


1972 


$20,098 


13,086 
(395) 


32,789 


(1,649) 
31,140 
1,540 


3,036 


1,612 
$37,328 


$11,617 


HO2Z2 
5,108 
11,781 


Year Ended 31 December 


197 


$61,659 
12,611 


74,270 


11,832(A) 


$62,438 


1970 


$66,428 
4,067 


70,495 
8,836 
$61,659 


1969 


$61,715 
10,976 


Year Ended 31 December 


1971 


$12,611 


TU 7Z5 
£223 


255957 


(27510) 
23,046 
DEAN Ps 


1970 


$ 4,067 


12,381 
(139) 


16,309 


(2,761) 
13,548 
40,263 


1969 


$10,976 


10,668 
7,782 
(1,478) 

27,948 


(308) 
27,640 
859 
35,000 


214 


1968 


Se 


$57,934 
9,387 
3,900 


TU22 
9,506 
$61,715 


1968 


$ 9,387 


10,068 
4,404 


23,859 


(465) 
23,394 


2,000 
9,506 


(290) 


1. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


Principles of Consolidation 


The consolidated balance sheet at 30 September 1973 and the consolidated statements of earnings, retained earnings and source 
and application of funds for the five years and the nine months ended 30 September 1973 and for the nine months ended 30 
September 1972 include the accounts of the under-noted companies. Where appropriate, amounts reported previously have been 
restated to reflect subsequent adjustments. Where stock ownership and control of subsidiary companies was acquired during the 
five year and nine month periods the accounts of these companies are included in the consolidated statements of earnings, 
oe eae and source and application of funds only to the extent of the income earned since the date of acquisition 
of control. 


Ownership 
MENT EMCITY SOUING SECU DTINC INL Spd ETT NEC Pete era at Tehsead ee eect tee RS OSU oe ww: de recreates tee ale ens saree 6’ olsto vive cavuun 8 alonais wn ravoiece 100% 
Microsystems international leimmited (incorporated 1 wl969) seme meieeioes « «cress ice oe nals. © oie ce eel + ole sie cusses = ols)oinle 59.5% 


which owns 100% of the voting stock of 
Microsystems International GmbH, Germany (incorporated in 1970) 
Microsystems International Inc., U.S.A. (incorporated in 1972) and 
Microsystems International Sendirian Berhad, Malaysia (incorporated in 1972) 


INCU CORE td mn COnpOrated 111992) mee reba osx ste ee rere a cre, are se ar antec eee seal ote uona shortens F. esshenaG hes Severebere Sats 100% 
which owns 94.2% of the voting stock of 


Zenith Electric Supply Limited (control acquired in 1973) 
which owns controlling interests of 


Masco Electric Company Limited 
Zenith Electric Supply (Ontario) Limited 
E.T.R. Supply Co. Ltd. 

Zentronics Ltd. 

Zentronics (Eastern) Ltd. and 
Zentronics/ Masco Limitée 


INevionwndustries ;CompanyalLimitedi(incorporated sini 972i eres a Gaines ee sic ss seuslote se ere saeco cere 100% 
INOKtiennar lectnicu@ aribbeanelimitedapamalcametns Be te te ates vain Mis see fois ibe oo Lisle Seth seve ela aele eels 100% 
INoEthermseElectric: Company. (Ireland) seimited (incorporated sm 1973) 07.0. cee sess oss oe cisae. sc eeu seeess sees 100% 
INomietne DreciiCe CleKOMlUNikaSVOU, Avs.) LUTKEY.. «.. ssa pica aaceGieaie uses puree Snes noes vn cla su'slawelme come ee 51% 
Narthem@nelecommncsuU SrA UnCOnporatedyinel i 1) wqerauer ate tenet caterat ener) s shoersigis és svcisie.eve o gdeusdle parties eiussle en 100% 


which owns 99.9% of the voting stock of 
Northeast Electronics Corporation, U.S.A. (control acquired in 1973) 


Provision for Income Taxes 
Possible future reductions in income taxes relating to losses carried forward in certain subsidiary companies have not been 


taken up in the accounts as the date of their realization cannot, as yet, be determined. 


Extraordinary Items 


A) 1972 
1) Gain on sale of land and building (at independent appraisal value of $5,050,000) to Bell Canada, the 
Parent companyeaplesssapplicablesincome: taxesvOtsh99 OOO me ac ccr. use nee ote siete els serinnsiielcieieie eiciole cre «ear $ 2,685,000 
2) Provision for cost due to relocation of manufacturing operations, less applicable income taxes of 
SON OF OOO ere ene cle ee ae ame reer pe ates ors chk actus isle teeie MSc MMe ches sate ONG oie % arsuenciory:« (2,882,000 ) 
$ (197,000) 
B) 1970 
Provision for loss on a short-term investment 
(net) of minority ‘interest) iis sceetcee sk ee coe eect ee haere ois Ue tige tia G cig con: sianidlc dbela Maeve $ (958,000) 
C) 1968 
Income tax reductions realized on the lcarry-Lorward Ofsa, lOSSinme ns aire elec elise eee ese so os cle $ 906,000 


Capital Stock 


Under supplementary letters patent dated 24 October 1973, the authorized share capital of Northern Electric Company, Limited 
(the Company) was increased from 2,250,000 to 3,000,000 common shares without nominal or par value and from an 
aggregate value of $175,000,000 to an aggregate value of $225,000,000. The number of authorized shares was subdivided on 
a 13 for 1 basis to 39,000,000 shares, of which 23,562,500 have been issued for the 1,812,500 outstanding at 30 September 1973. 


Earnings per share are calculated after giving effect to the above subdivision. 


. Inventories 


Inventories are valued at the lower of cost and net realizable value except for copper in raw materials and work-in-process which 
is valued on a base-stock method. 


Goodwill 


Goodwill represents the unamortized excess of the acquisition cost over the net assets of a subsidiary acquired in 1973 and is being 
amortized over a period of forty years. The ammount charged to earnings for the nine months ended 30 September 1973 


was $48,000. 
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de 


10. 


11. 


12. 


13. 


Long Term Debt 


Outstanding 

Sinking Fund Authorized Current Long Term 

Debentures* and Issued Redeemed Liability Debt 
AK CWS. INGE Mlae IOS oosandvosagodnapasoos $20,000,000 $13,107,000 $ — $ 6,893,000 
5% % 1962 Series due 15 December 1982 ......... 20,000,000 7,085,000 — 12,915,000 
612 Zo) Series © dues SeAprilaloS Gerace 15,000,000 3,736,000 — 11,264,000 
SAG oy Sa DY Gliey SOV Noell 1D Weencdeccseeeocar 40,000,000 3,600,000 1,200,000 35,200,000 
$95 .000,000 $27.528,000 1,200,000 66,272,000 
Koani to Microsystems by Canadians Governmentesmn neater ae tient ieee tee riser 949,000 5,378,000 
QED TTF ice, 5 cue aha, o5jcacxals vohasiodonsy aceus' eg: cea coo fovoie¥os Gorey ever < tte aT Taz Ae letret oa eR RSs Be ie oat ne eee 10,000 38,000 
$2,159,000 $71.688,000 


Annual repayments required for each of the five years following 30 September 1973 are: 1974 $2,159,000, 1975 $4,505,000, 
1976 $9,384,000, 1977 $4,785,000, 1978 $4,874,000. 


*Under the terms of the Trust Agreement (see Note 11) the interest rates reflect an increase of %4 of 1% per annum effective 
1 November 1973. 


Contributed Surplus 
Contributed surplus represents the excess amount paid by minority shareholders of Microsystems International Limited 
(Microsystems) over their proportional interest acquired on the issue of common shares. 
TOTS ea Bh Sor aes CA oe oe at are One $ 187,000 
7,357,000 
$7,544,000 


Plan for Employees’ Pensions 


The latest actuarial evaluation of the Plan established an unfunded cost of $47,716,000 at 31 December 1972. This amount is 
being funded by regular payments which will terminate in 1990. These payments are charged to operations in the year they 
are made. 


Commitments 


Material contractual obligations in respect of long term property leases amounted to $24,146,000 at 30 September 1973. Related 
rentals incurred for the year ended 31 December 1972 amounted to $1,914,000. The minimum amount applicable to the five 
years subsequent to 30 September 1973 is $11,030,000. 


In 1970, the Company subscribed and agreed to pay for, over a period ending 31: December 1973, an additional 1,950, 000 
common shares of Microsystems at a price of $10 per share. As at 30 September 1973, the Company had purchased 450,000 
common shares and advanced $10,000,000 in respect of this subscription. The quoted market price of the Microsystems shares 
at 30 September 1973 was $8.75 per share. 


Trust Agreement Restrictions 


Under the terms of the Trust Agreement relating to its debentures as amended on 5 October 1973, the Company has covenanted 
not to declare or pay any dividends (other than stock dividends) or purchase, redeem or reduce any of its shares if, after 
giving effect to such action, the sum of the amounts paid or distributed for such purposes after 31 December 1972 will 
exceed the aggregate of: 


(A) Consolidated net earnings of the Company and its subsidiaries earned after 31 December 1972; 
(B) The net cash proceeds from the sale of.its shares after 31 December 1972; and 
(C) $25,000,000. 

As at 30 September 1973 $36,426,000 was free from these restrictions. 


Microsystems International Limited 
Canadian Government Conditional Grants 


Under agreements between the Canadian Government and Microsystems for conditional grants, $22,721,000 had been claimed 
for certain research and development, and preproduction expenditures and $6,661,000 had been claimed in respect of capital 
expenditures to 30 September 1973. Microsystems may claim additional grants totalling $1,229,000 for research and development, 
and preproduction expenditures and $5,339,000 in respect of capital expenditures. Should the cumulative earnings of Micro- 
systems (after deduction of losses) before income taxes be in excess of 10% of the cumulative sales of semiconductor products 
except discrete components, then these grants will be repayable, without interest, from the cumulative earnings in excess of 10% 
of such sales. Such grants are not reflected as a liability in the consolidated financial statements. 


Subsequent Event 


On 4 December 1973 the Company entered into an agreement with underwriters providing for the sale of 2,600,000 common 
shares for the sum of $39,000,000 prior to underwriting commission of $2,184,000 and expenses of issue payable by the 
Company estimated not to exceed $150,000. The commission and expenses of issue will be charged to retained earnings less 
estimated applicable income taxes of $570,000. 
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Northern Fleciric PRODUCTS 
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CERTIFICATES 
Dated: December 4, 1973 


Company 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered 
by this prospectus as required by Part VII of the Securities Act, 1967 (British Columbia), by Part 7 of The 
Securities Act (Alberta), by Part VIII of The Securities Act, 1967 (Saskatchewan), by Part VII of The Securities 
Act (Manitoba) and by Part VII of The Securities Act (Ontario) and the respective regulations thereunder and 
under the Securities Act (Québec) and by Section 13 of the Securities Act (New Brunswick). 


JOHN C. LOBB R. F. DOYLE 
Chief Executive Officer Chief Financial Officer 


On behalf of the Board of Directors 


V. O. MARQUEZ G. PLOURDE 
Director Director 


Underwriters 

To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure 
of all material facts relating to the securities offered by this prospectus as required by Part VII of the Securities 
Act, 1967 (British Columbia), by Part 7 of The Securities Act (Alberta), by Part VIII of The Securities Act, 
1967 (Saskatchewan), by Part VII of The Securities Act (Manitoba) and by Part VII of The Securities Act 
(Ontario) and the respective regulations thereunder and under the Securities Act (Québec) and by Section 13 of 
the Securities Act (New Brunswick). 


GREENSHIELDS DOMINION SECURITIES CORPORATION A. E. AMES & CO. 
INCORPORATED HARRIS & PARTNERS LIMITED LIMITED 
By: BARRIE A. GOAD By: P. DUHAMEL By: P. L. DIxon 


CRANG & OSTIGUY INC. 


By: JEAN P. BOUSQUET 


The following includes the names of all persons having an interest directly or indirectly to the extent of not 
less than 5% of the capital of: 


GREENSHIELDS INCORPORATED: Peter Kilburn, Viscount Hardinge, Dudley Dawson, J. E. Brookes, W. T. Moran, 
B. P. Drummond, F. S. Martin, B. G. Willis, B. A. Goad, D. D. McConnell, J. B. Newman and E. D. Scott; 


DOMINION SECURITIES CORPORATION HARRIS & PARTNERS LIMITED: D. H. Ward, W. B. Harris, F. H. Logan, 
A. S. Fell, G. S. Dembroski, J. B. Pitblado, M. H. Wilson, J. R. Gainor, J. J. Helbronner, S. F. Hughes and 
C. R. Younger; 


A. E. AMss & Co. LimiTep: J. O. Hughes, E. C. Lipsit, P. D. G. Harris, P. M. Fisher, R. L. Brown, R. A. Gunn 
and P. L. Dixon; and 


Cranc & Osticuy INc.: J. Harold Crang, Jean P. W. Ostiguy, Jean P. Bousquet, Murray J. Howe and George 
H. Nation. 
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Shown here are the corporate headquarters ® of 
Northern Electric, its subsidiaries and affiliate 
company; manufacturing facilities existing and 
under construction, with the number in any 
metropolitan area (2), and research facilitiese 
Plant locations are listed on the inside back cover. 
Not shown are warehouses, sales and purchasing 
offices located throughout the world, in such 
centers as London, Paris and Hong Kong. 


ae 


Canada 


CALGARY @ 
REGINA ® WINNIPEG @ 


SAINT-JOHN (2) gy 


United States 


BUTNER, N.C.@ 


® MOUNTAIN VIEW, CAL. 


PENANG &® 


WR ISTANBUL © 


Eire | - Turkey | Malaysia 


mx GALWAY 


Consolidated Results in Brief 


Sales . 

Net Earnings 

Net Earnings per Share 
Before Extraordinary Items . 
After Extraordinary Items 

Dividends 

Dividends per Share . 

Capital Expenditures . 

Working Capital 

Employees (at December 31, includes all 
subsidiaries and Bell-Northern Research 
Limited, an affiliate) . ES ean 

CONSOLIDATED SALES 


($ millions) 


700 


NET EARNINGS 


1973 
$612,821 ,000 
32,030,000 


1.35 

1.35 
11,781,000 
0.50 
26,802,000 
210,362,000 


25,073 


1970 


(9 TOTAL ($ millions) ($ millions) 
G9 PER SHARE (dollars) 40 

30 

20 

10 


DIVIDENDS 


Hl TOTAL ($ millions) 


1969 


1970 


($ millions) 
(PER SHARE (dollars) 20 


1970 


1971 


1971 


1971 


1972 
$534,313,000 
20,098,000 


0.86 

0.85 
11,781,000 
0.50 
19,539,000 
175,249,000 


20,787 


1972 


1972 


1972 


1973 


(dollars) 


1973 


(dollars) 


1973 


Directors 
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Economic Consultant 


Robert S. Hurlbut 
Chairman of the Board and President 
General Foods Limited 


*Herbert H. Lank 
Director 
Du Pont of Canada Limited 


Walter F. Light 

Executive Vice-President 
Operations 

Bell Canada 


*John C. Lobb 
President and Chief Executive Officer 


*Vernon O. Marquez 
Consultant 


Charles G. Millar 
Executive Vice-President 
Operations 


J. Angus Ogilvy, Q.C. 

Senior Partner 

Ogilvy, Cope, Porteous, Hansard, 
Marler, Montgomery & Renault 


Charles Perrault 
President 
Conseil du Patronat du Québec 


*Gérard Plourde 

Chairman of the Board and 
Chief Executive Officer 

UAP Inc. 


*Robert C. Scrivener 

Chairman of the Board of the Company, 
and Chairman of the Board and 

Chief Executive Officer 

Bell Canada 


James C. Thackray 
Executive Vice-President 
Bell Canada 


W. Maurice Young 

Chairman of the Board and 

Chief Executive Officer 

Finning Tractor & Equipment Co. Ltd. 


*Members of the Executive Committee 


Officers 


President and Chief Executive Officer 
John C. Lobb 


Executive Vice-Presidents 


Richard F. Doyle 
Finance 


Charles G. Millar 
Operations 


Group Vice-Presidents 


Q. R. Ball 
Subscriber Equipment 


Ewart O. Bridges 
Switching and Transmission 


Kenneth H. Woodley 
Cable and Outside Plant 


Senior Vice-Presidents 


W. Ritchie Johnston 
Planning and Organization 


W. A. Thompson 
Operations Staff 


Vice-Presidents 


C. A. Anderson 
Product Line Manager 
Subscriber Equipment 


Walter C. Benger 
Technology and Development 


William C. Cawthon 
Manufacturing 


David A. Climan 
Finance 


Roy T. Cottier 
Corporate Relations 


J. D. M. Davies 
Marketing 


Richard A. Fortier 
Industrial Relations 


W. Leonard Glasspoole 
Controller 


William J. Pardy 
Cable 


William T. Simpson 
Transmission 


Elliott Turcot 
Switching 


Jacques Villeneuve 
Personnel 


Corporate Secretary and Counsel 
Joyce A. Borden Reed 


Treasurer 
Bruce S. Russel 


Directors and Officers 


Report to shareholders 


The most important action involving your 
company in 1973 was the decision of your 
directors to make Northern Electric a public 
company. With access to the world’s 
capital markets, Northern Electric may now 
move even more rapidly towards its 
objective of becoming one of the world’s 
leading multinational telecommunications 
companies. 

The 2,600,000 shares of common stock 
were offered to the investing public on 
December 5. They were well received by 
institutional and individual investors alike, 
although the North American stock markets 
were at one of their lowest points for the 
year. Northern Electric common stock is 
now being traded on the Montreal, Toronto 
and Vancouver stock exchanges. 


Operating results 
Operating revenues and earnings were at 
record levels. Consolidated sales of the 


company and subsidiaries were $612,821 ,000, 


up from $534,313,000 in 1972. Consolidated 
net earnings reached $32,030,000, com- 
pared with $20,098,000 in 1972. Every 
Northern Electric division operated profit- 
ably. With the exception of Microsystems 
International Limited, and the new Irish 
company, all subsidiaries set new earnings 
records. Earnings per share were $1.35 
compared with $0.85 for last year. 

The complex business of engineering 
and building large switching systems 
severely depressed company earnings 
three years ago. The switching divisions 
have improved efficiency, expanded 
marketing efforts and turned heavy losses 
into reasonable profits. This was a major 
factor in the 59 per cent increase in net 
earnings this year over the previous year. 

The transition from electro-mechanical 
to electronic designs has been iargely 
accomplished in switching and 
transmission. Obsolete product lines have 
been dropped; inefficient factories are 
being phased out, and integration of 
research, manufacturing and marketing is 
greatly improved. The company has made 
some organizational changes to meet the 
requirements of operating in world markets. 


Return on investment 

Northern Electric earnings and sales 
have increased substantially. For the first 
time in its history your company is 
achieving a profit margin and return on 
investment comparable to other major 
companies in this industry. 


Current expansion 

Northern Electric is now in a major 
expansionist phase. In Montreal alone, we 
are spending $12,000,000 to replace 
manufacturing facilities built in 1914. A new 
factory is underway in Amherst, N.S., and 
other new plants are planned for both 
eastern and western Canada. Several 
existing factories will be expanded. 

The United States will always be 
Northern Electric’s largest market outside 
of Canada because of size and because 
North America has one network of 
compatible equipment. The so-called 
“independent” telephone system of the 
U.S., outside of the U.S. Bell System, is 
now over 24 million lines, twice the size of 
the total Canadian network. This is the 
major target of our marketing expansion. In 
some products, we also enjoy good sales 
to some of the A. T. & T. subsidiaries. To 
handle the fast-growing United States 
market, Northern Telecom, Inc., a wholly- 
owned subsidiary of Northern Electric, is 
establishing or expanding factories in 
Mountain View, California; Butner, North 
Carolina; Port Huron, Michigan and 
Concord, New Hampshire. All will be in 
production by April, 1974. 

The European Common Market is a 
challenge. A major expansion and 
modernization of telecommunications 
systems is underway in every country. 
Northern Electric can enter most of these 
nations only through licencing or joint 
ventures with local suppliers. The company 
has entered into a licencing agreement 
with The Plessey Company of England for 
the manufacture and sale of six specified 
products in the U.K., Australia, South Africa 
and other world markets. We are exploring 
other possibilities in several other 
countries. In April, 1973 we established a 
factory in Galway, Eire, to provide a 
manufacturing facility in the Common 
Market. 


Subsidiary activity 
Nedco Ltd. | 
Our large distribution subsidiary, Nedco, 
had an excellent year. This company 
operates 33 branches and warehouses 
across Canada, handling a wide range of 
electrical and industrial products. It is no 
longer a distribution division of Northern 
Electric, but a separate business. During 
1973 Nedco acquired a substantial Ontario 
distributor, Zenith Electric Supply Limited. 
This organization has been successfully 
merged and will prove a valuable asset. 
Further acquisitions are planned in Canada, 
Europe and the U.S. 


Northern Telecom, Inc. 

Our American subsidiary, Northern 
Telecom, Inc., had another good year in 
spite of a general shortage of product late 
in 1973. This operation is mainly a sales 
company, although manufacturing facilities 
are being established to provide better 
service to the huge U.S. market. 


During 1973, Northern Telecom acquired 
an excellent high-technology company in 
the transmission test equipment field, 
Northeast Electronics Corp., of Concord, 
N.H. This company is growing rapidly. Its 
factory has been doubled in size to 
increase production of its original product 
lines and to permit manufacture of some 
Northern Electric transmission products 
_ for the American market. Further acqui- 
sitions in the U.S. are planned. 


Microsystems International Limited 

Microsystems had a disappointing year. 
It was the only division or subsidiary that 
was not profitable over the 12-month 
period. In 1974 this subsidiary will 
concentrate on fewer products and on 
selective markets. Northern Electric 
invested another $5 million late in 1973 in 
Microsystems, bringing its ownership to 
68.48 per cent and its total investment in the 
company to $28,400,000. 


Europe and Asia 

Sales offices were opened in London 
and Paris. A small engineering adaption 
facility is being considered for better 
service to the government-owned 
telephone companies of France and 
England. Distribution relationships are 
being worked out in other European 
nations. 

In Hong Kong, we have established a 
procurement office to tap the wide range 
of electronic components produced in the 
Far East. This has been extremely helpful 
in the current period of shortages. In 
Penang, Malaysia, Northern Electric is 
manufacturing electronic components on a 
trial basis in collaboration with Micro- 
systems International. Asiatic expansion 
is being studied. 


Research and development 

The development and successful market 
introduction of new products are vital to all 
industry. With the collaboration of Bell- 
Northern Research, jointly owned with 
Bell Canada, Northern Electric has been 
successful in the development of a number 
of new products. The SP-1 electronic 
switching system has virtually become 
standard in the Canadian telephone 
industry. Sales in the U.S. have been 
excellent. New developments in key 
systems and telephone sets have opened 
up large new markets in Europe and the 
U.S. The new Pulse electronic PABX 
(private automatic branch exchange), 
introduced in late 1972, has been one of the 
most successful products ever developed 
by Northern Electric. 


Looking into the future, all electronic 
digital switching, new microwave systems, 
the world’s newest digital transmission 
system and many new electronic 
subscriber products will be brought into 
production by Northern Electric. Tele- 
communications transmission with fiber 
optics looks promising. New products 
constitute a growing share of total sales; 
over 30 per cent of all 1973 production was 
of Canadian design. This percentage is 
rising rapidly. 


Management changes 

When a company sets international 
marketing objectives as challenging as 
those Northern Electric has set for itself, its 
first consideration is to ensure it has 
superior management at all levels and to 
organize to make the most effective use of 
such management. 

The management organizational 
structure has been changed over the past 
two years to fit expansion requirements. 
Most of the senior managers of the 
company have functions and respon- 
sibilities different from those they had a 
year ago. It is worth noting that almost 
three-quarters of the appointments to 
senior management positions last year 
were from within the organization. At the 
same time, the company had an inter- 
national management recruiting program 
underway that was unrivalled by any other 
Canadian company. 


The major organizational change was the 
appointment of Charles G. Millar, formerly 
Vice-President Switching, to the position of 
Executive Vice-President, Operations. New 
officers appointed since the last annual 
report are: C. A. Anderson, Vice-President 
and Product Line Manager, Subscriber 
Equipment; William C. Cawthon, Vice- 
President Manufacturing; David A. Climan, 
Vice-President Finance; Roy T. Cottier, 
Vice-President Corporate Relations; J. D. M. 
Davies, Vice-President Marketing; William 
T. Simpson, Vice-President Transmission; 
Elliott Turcot, Vice-President Switching 
and Jacques Villeneuve, Vice-President 
Personnel. 


Board of Directors 

After an outstanding 44-year career with 
the company, Vernon O. Marquez, retired 
as Chairman of the Board and Chief 
Executive Officer on September 30, 1973. 
The company is, however, fortunate in still 
having the services of Mr. Marquez as a 
director and as a consultant. Much of the 
current success of the company derives 
from programs established, and decisions 
made, during Mr. Marquez’s tenure. 

Robert C. Scrivener, Chairman of the 
Board and Chief Executive Officer, Bell 
Canada was elected Chairman of the Board 
to succeed Mr. Marquez. John C. Lobb, 
President; was elected Chief Executive 
Officer. 


Arnold J. Groleau retired from the Board 
in 1973. The Board expresses its appre- 
ciation to him for his contributions during 
his term as a director. 

James C. Thackray, Executive Vice- 
President, Bell Canada, and W. Maurice 
Young, Chairman of the Board and Chief 
Executive Officer, Finning Tractor and 
Equipment Co., Ltd., were elected to the 
Board at the last annual general meeting. 
Charles G. Millar, Executive Vice-President, 
Operations, Northern Electric, joined the 
Board in October, 1973. 


Outlook 

The world telecommunications industry 
doubles every 10 years. Telecommunica- 
tions construction budgets, which govern 
our growth potential, will continue to grow 
faster than the total industry. The biggest 
and the most innovative market is North 
America. Our order backlog in every 
product grouping is at record levels. We 
do have some uncertainty over availability 
of raw materials, components and some 
purchased parts. We expect to get the 
necessary production out and continue to 
open new markets. 

On behalf of the Board, 


John C. Lobb 
President and 
Chief Executive Officer 


February 21, 1974. 


Review of operations 


The company attained most of its 
1973 production objectives and did so 
against a background of world 
shortages of basic materials, an 
energy crisis, and a company-wide 
strike that extended over a 10-week 
period affecting all of the company’s 
Canadian operations. 

An international program of plant 
expansion was accelerated during the 
year, and included new plants and plant 
expansion in Canada, the United States 
and Ireland. In all, more than 824,000 
square feet of new manufacturing 
space was, or is being, added at 11 
sites. 

Capital expenditures for the year 
totalled $26.8 million, of which $20 
million were spent in Canada. The major 
portion of the capital expenditures 
went towards expansion projects. 

Anticipating world shortages of 
certain key materials such as copper, 
steel, and various types of plastics, the 
company has taken steps to help 
maintain a flow of adequate supplies 
for its production needs in 1974. 


New division formed 

Outside Plant, which includes all the 
connecting equipment between the 
subscriber’s apparatus and the central 
office switching center, became a 
separate business in 1973. This move 
will enable the company to broaden the 
product portfolio and improve service. 

Among new products introduced by 
the Outside Plant Division during the 
year were backboards, LD-1 apparatus 
cases and aerial cable terminal. A 
buried peg locator and a fixed count 
cable terminal have been developed for 
production early in 1974. 

Outside Plant products manufactured 
in several other company plants are 
being consolidated in the new division’s 
headquarters and manufacturing base 
at Amos Street in Lachine. The transfer 
of these products, started during 1973, 
will be completed in 1974. 


Centurion, a rugged, new ‘“‘vandal proof’’ coin 
telephone. 


The attractive attendant’s console for the Pulse 80 
electronic private branch exchange (EPABX). 


Centurion telephones on the assembly line in 
London, Ont. 


Plugging in a Companion 3 handsfree speaker unit 
to a Logic 10 telephone. 


Adding a new feature to the Pulse 80 EPABX via a 
printed circuit board at Belleville, Ont. 


1 Reeling off armoured cable at Lachine, Que., 
Canada’s largest wire and cable plant. 


2 Examples (I to r) of telephone, coaxial and 
power cables. 


3 The all-weather aerial cable connector. 


4 Buried Peg Locator, used to find underground 
installations of equipment via radio frequencies. 


5 302 Connector Block with plug-in units to protect 
central switching office equipment from overloads. 


Telephone production increased Review of operations (cont.) 

Production at the Station Apparatus 
Division’s main telephone plant in 
London, Ontario, was increased 30 per 
cent to meet customer requirements. 

Steps to expand telephone 
manufacturing facilities include 
construction of a 42,000-square-foot 
plant to employ more than 200 people 
in Amherst, N.S., and enlargement of 
the division’s plant in Regina. The 
Amherst plant will be in full operation 
by May. 

The division is also supporting the 
growth of station apparatus production 
facilities of Northern Electric’s Irish, 
Turkish and American subsidiaries by 
supplying them parts and technical 
advice. 

Among new products introduced by 
the division were the Logic 10 key set, 
the Companion handsfree telephone 
and two models of the Centurion coin 
phone. 
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Pulse, SP-1 sell in U.S. 

The Business Communications 
Division is assisting the American 
subsidiary, Northern Telecom, Inc., to 
establish a new 40,000-square-foot 
plant in Mountain View, California. It is 
scheduled to begin production of 
Pulse 80 private branch exchanges in 
the first half of 1974. Pulse 80 has sold 
well since its introduction in both 
American and Canadian markets in 
October, 1972. The line will be 
augmented by a larger capacity 120-line 
version in the latter half of 1974. 

Significant improvements marked 
switching and transmission results, and 
were due mainly to major expense 
reductions and productivity gains. 
Work is progressing satisfactorily on 
four new plants in the Montreal area and 
decentralization into these plants will 
occasion further savings in 1974. 
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Review of operations (cont.) 


The Electronic Switching Division in 
1973 increased its sales substantially, 
reflecting the wide customer accept- 
ance throughout North America of the 
SP-1 family of electronic switching 
systems. The electronic switching work 
force expanded by 300 to 1,150 in 1973, 
with sales up 50 per cent. The first 
shipment of an SP-1 system to the 
United States was on schedule in 
November. The unit will go into 
operation in the late spring of 1974 in 
the North Ridgeville, Ohio, office of the 
Elyria Telephone Company. 

Development work on the company’s 
new MOS (metal oxide silicon) semi- 
conductor memory for the SP-1 family 
of switching systems has been com- 
pleted. Expenditures on this and other 
development work totalled $7.7 million, 
an increase of $1.3 million over the 
previous year. 

Another major project scheduled for 
completion this year is TOPS (traffic 
operator position systems). An integral 
part of SP-1 toll (long distance), TOPS 
uses a video screen to display call 
information to telephone operators. It 
effects a significant improvement in 
operating costs and improves the work 
environment over that of currently 
available switchboard systems. 


New EMS products 

The capability of systems produced 
by the Electro-Mechanical Switching 
Division to satisfy customer require- 
ments is being enhanced by the 
development, at an R&D expenditure of 
$3.5 million, of new features and 
automatic network maintenance through 
the addition to these systems of mini 
computers. Typical of such develop- 
ments is DACS (directory assistance 
charging system). Other computerized 
systems will permit telephone com- 
panies to adopt pricing tariffs based on 
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Close-up view of assemblies mounted on the 


electronics platform of a communications satellite. 


Test panel for a member of the SP-1 family of 
computer-controlled electronic switching systems 
at Bramalea, near Toronto. 


Plug-in printed circuit boards used in the VF-300 
voice frequency transmission system. 


Testing in Montreal of part of the RA-3 microwave 
radio system, prior to shipment. 


Line repeater used in the LD-4 digital coaxial 
cable carrier system. 
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Mounting assemblies on the electronics platform 
for a communications satellite at Lucerne, Que. 


Computerized testing of No. 5 crossbar switching 
equipment prior to shipment. 

Counter sales at a Nedco Ltd. branch and 
warehouse. 


Ultrasonic bonding of gold wire on a MOS chip at 
Microsystems International. 


Communications by light under investigation at 
Bell-Northern Research in Ottawa. 


use of equipment or services. The 
emerging markets for these features 
and products will ensure the continued 
growth of the 2,500 electro-mechanical 
switching systems now in service as 
well as open up new business 
opportunities. 


Major satellite supplier 

The company is firmly established, 
through the performance of its 
equipment, as a reliable supplier of 
communications satellite electronics. 
At Lucerne, Que., Northern Electric has 
the only commercial communications 
satellite electronic platform assembly 
line in the world. The company foresees 
the need for further satellite platforms 
to service domestic communications 
systems throughout the world. 

Product developments in the 
Transmission Division include new 
concepts in voice frequency equipment 
which eliminate distribution frame 
wiring in telephone central offices and 
considerably reduce operating costs for 
telephone companies. In the PCM 
(pulse code modulation) and data areas, 
the division produced the LD-1, a 
repeatered line digital system of 
communications that replaced existing 
systems and the LD-4, a long-haul 
heavy-route PCM coaxial carrier system 
which uses a 12-tube coaxial cable 
capable of carrying more than 20,000 
channels. The LD-4 is the most ad- 
vanced system of its kind in production 
in the world today. 

In microwave radio, the RA-3 series 
was brought on stream and the 
company believes it to have the best 
parameters of any microwave radio 
available. Sales have been made in 
most provinces of Canada and an 
initial sale has been made in the U.S. 


Review of operations (cont. 


Northern Electric Company, Limited 


Condensed Statement 


of Earnings 
(year ended December 31) 


EMPLOYMENT * 
Hl] TOTAL EMPLOYMENT COST ($ millions) 
J EMPLOYEES (thousands) December 31, 


($ millions) (thousands) 
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*Including all subsidiaries and 
Bell-Northern Research an affiliate. 


(Microsystems International Limited, incorporated in 1969, 
is shown separately to highlight the effect of its operations on 
consolidated results for the year) 


Northern Electric Company, Limited 
and Subsidiary Companies excluding Microsystems 
International Limited 


Sales . 


Cost of Sales Se Selling, Genet an 
Administrative Expenses . 


Earnings from Operations before seducing 
Research and Development Expenses 


Research and Development Expenses 


Interest Charges less Income from Short Term 
Investments . : See 


Earnings before Underisted hor 
Provision for Income Taxes 


Minority Interest in Net ee of et 
Companies : 


Earnings before Extraordinary ene ‘ 
Extraordinary Items 
Net Earnings for the Year 


Microsystems International Limited 
Net Loss for the Year (Excluding Minority Interest) 


Consolidated Earnings for the Year 


1973 


(thousands 
of dollars) 


$596,870 
496,942 


99,928 
29,092 
70,836 


2,032 
68,804 
30,611 
38,193 


122 
38,071 


38,071 


6,041 


$ 32,030 


1972 
(thousands 
of dollars) 


$526,470 
452,951 


73,519 
23,901 
49,618 


3,171 
46,447 
23,608 
22,839 


113 


22,828 
197 
22,631 


2,533 


$ 20,098 


Northern Electric Company, Limited 


Consolidated Statement 
1973 1972 of Earnings 


ee as (year ended December 31) 
i 
OG 452,111 405,425 
eee ON 160,710 128,888 
Selling, General and Administrative Expenses (Note 2) 66,622 55,039 
Earnings from Operations before deducting 
Research and DevelopmentExpenses ... . . 94,088 73,849 
Mesearchand Development Expenses ... . ... 32,656 28,039 
61,432 45,810 
/income from ShortTermInvestments ..... . 3,816 2,080 
EARNINGS PER SALES DOLLAR 
65,248 47,890 (cents) 
Interest Charges 
Peas ier Debt 2... ks, 5,045 5,328 6 
Pe teand Oer 1,545 308 
6,590 5,636 : 
Eermaings betore Underlistedltems . . . .... 58,658 42,254 
Pe ono icome faxes. <. . 30,611 23,608 4 
28,047 18,646 
Minority Interest in Net Loss of Subsidiary Companies . 3,983 1,649 3 
Eerhos before Extraordinary ltems. . . . . ... 32,030 20 295 
meereocinatyVilems 9 8 ee — 197 ; 
Dereemncsiorthe Year 2 $ 32,030 $ 20,098 
Net Earnings per Share (Note 3) ; 
Beoreexiraordinay lions... . . . 2. $1.35 $0.86 
mee extaordinaryitems . 2 $1.35 $0.85 
x 0 
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Northern Electric Company, Limited 


Consolidated Balance Sheet 
(as at December 31) 


WORKING CAPITAL 
TOTAL ($ millions) 
Gl PER SHARE (dollars) 


($ millions) (dollars) 
240 12 
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Liabilities 
Current 
Due to Banks 


Accounts Payable and ae Liabilities 
Affiliated Companies . 


Other 
Taxes Payable 


Long Term Debt ipctaimenis ce sthine one os 


(Note 7) 


/ 

Long Term Debt (Note 7) . 

Deferred Income Taxes : 
Minority Interest in Subsidiary Senet : 


Shareholders’ Equity 


Capital Stock (Note 3) . 
Contributed Surplus (Note 8) . 
Retained Earnings 


W.L. Glasspoole, C.A., Vice-President, Controller 


1973 
(thousands 
of dollars) 


$ 21,130 


5,561 
100,428 
17,425 


4,544 
149,693 


69,581 
20,958 
6,974 
247,206 


152,975 
2,866 
89,208 
245,049 
$492,255 


Wie 


(thousands 
of dollars) 


$ 4,683 


2,490 
59,495 
15,809 


2,383 
84,860 


73,519 
20,501 
5,468 
184,348 


113,915 
Toor 
10,700 
192,087 
$376,435 


SHAREHOLDERS’ EQUITY 
TOTAL ($ millions) ij 
PER SHARE (dollars) [ij 


($ millions) (dollars) 
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Northern Electric Company, Limited 


Consolidated Statement of 


Retained Earnings 
(year ended December 31) 


Consolidated Statement of 
Source and Application 


of Funds 
(year ended December 31) 


Balance at Beginning of Year . 
Net Earnings for the Year 


Deduct: Dividends Paid 


Commission and Expenses on issue or 
Capital Stock, less applicable 


Income Taxes of $529 . 
Balance at End of Year 


Source of Funds 
Operations: 
Net Earnings . 
Items not requiring funds 
Depreciation . 
Deferred Income Taxes 
Other 


Minority Interest in Net Loss of Subsidiary Companies 


Proceeds from Long Term Debt . 
Proceeds from issuance of Capital Stock 


Proceeds from sale of Plant and Equipment after 
reflecting gains and losses in Net Earnings . 


Capital contribution by Minority Shareholders in 
Subsidiary Companies. 


Minority Interest in acquired Subsidiary Company 


Application of Funds 
Expenditures for Plant and Equipment 


Property previously held for sale and leaseback 
transferred to Plant and Equipment : 


Reduction of Long Term Debt . 

Dividends 

Commission and Expenses ¢ on issue of Capital Stock 
Investment in Affiliated Company 

Other Investments 

Goodwill (Note 6) 


Increase (decrease) in Working Capital 
Working Capital at Beginning of Year 
Working Capital at End of Year 


1973 


(thousands 
of dollars) 
$ 70,755 
32,030 
102,785 
11,781 


1,796 
13,577 
$ 89,208 


$ 32,030 


16,587 
457 
100 

49,174 

(3,983) 

45,191 


1,689 
39,000 


285 


906 
92 
87,163 


26,802 


5,627 
11,781 
1,796 
938 
1,250 
3,856 


52,050 


35,113 
175,249 
$210,362 


1972 
(thousands 
of dollars) 
$ 62,438 
20,098 
82,536 
11,781 


176,861 
$175,249 


1. Accounting Policies 


The following summary of major accounting policies is presented to assist in the interpretation 
of the financial statements and other data presented in this report. 


Principles of Consolidation 


The consolidated financial statements include the accounts of Northern Electric Company, 
Limited (‘the Company’’) and all subsidiary companies. Where stock ownership and control of 
subsidiary companies was acquired during the year 1973 the accounts of these companies are 
included in the consolidated statements of earnings, retained earnings and source and 
application of funds only to the extent of the income earned since the date of acquisition 

of control. 

Depreciation 

Depreciation is calculated on the straight line method using rates based on the expected 
useful lives of the respective assets. 

Research and Development 


Research and development expenses are charged to earnings in the years in which they are 
incurred. 


Income Taxes 


The tax allocation principle of providing for income taxes is followed. Reduction in income 
taxes relating to losses carried ‘forward in subsidiary companies are not taken up in the accounts 
until the date of their realization is determined. 


2. Remuneration of Directors and Officers 


During the year 1973, there were 16 Directors of the Company whose aggregate remuneration 
as such was $120,000. Certain of them were Directors of subsidiary companies; as such their 
aggregate remuneration was: from Microsystems International Limited (‘‘Microsystems’’) $4,000; 
from Nedco Ltd. $2,000; from Nevron Industries Company Limited, $3,000; and from Northern 
Telecom, Inc., $1,000. 


The Company had 26 Officers during 1973, and their aggregate remuneration as Officers was 
$1,761,000. Four of the Officers served also as Directors of the Company. 


3. Capital Stock 


Under supplementary letters patent dated October 24, 1973, the authorized share capital of the 
Company was increased from 2,250,000 to 3,000,000 common shares without nominal or par 
value and from an aggregate value of $175,000,000 to an aggregate value of $225,000,000. 
The number of authorized shares was subdivided on a 13 for 1 basis to 39,000,000 shares. On 
December 18, 1973 the Company issued for cash 2,600,000 common shares at a price of 
$15.00 per share increasing the number of issued shares to 26,162,500. 


Earnings per share calculations are based on the weighted average number of shares 
outstanding during the year, after giving effect to the above subdivision. 


4. Inventories 

Inventories are valued at the lower of cost and net realizable value except for copper in raw 
materials and work-in-process which is valued on a base-stock method. At December 31, 
inventories consisted of the following: 


1973 1972 
Raw materials $ 15,145,000 $ 8,486,000 
Work-in-process 100,868,000 61,486,000 
Finished goods . 61,282,000 42,573,000 


5. Plant and Equipment 


$177,295,000 


$112,545,000 


1973 1972 
Cost 

Land $ 6,247,000 $ 3,496,000 
Buildings . 60,565,000 51,648,000 
Machinery and Equipment 194,735,000 182,384,000 
261,547,000 237,528,000 

Less: Accumulated Depreciation 
Buildings . ae. 23,183,000 21,576,000 
Machinery and Equipment 119,321,000 106,839,000 
142,504,000 128,415,000 


6. Goodwill 


$119,043,000 


$109,113,000 


Goodwill represents the unamortized excess of the acquisition cost over the net assets of a 
subsidiary acquired in 1973 and is being amortized over a period of forty years. The amount 
charged to earnings for the year ended December 31, 1973 was $72,000. 


Northern Electric Company, Limited 


Notes to the Consolidated 


Financial Statements 
(December 31, 1973) 
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7. Long Term Debt 
Outstanding 


Sinking Fund Authorized Current Long Term 
Debentures* and Issued Redeemed Liability Debt 
434% due November1,1976 . . . . $20,000,000 $13,107,000 $ 893,000 $ 6,000,000 
5% % 1962 Series due 
December 15,1982 . . . . . . 20,000,000 7,085,000 915,000 12,000,000 
6 V2 % Series C due April 15,1986 . . 15,000,000 3,736,000 — 11,264,000 
934% Series D due April 30,1990 . . 40,000,000 3,600,000 1,200,000 35,200,000 
$95,000,000 $27,528,000 3,008,000 64,464,000 
Others oe ee Ake Hes ee ee OO. 5,117,000 


$4,544,000 $69,581,000 


Annual repayments required for each of the five years following 1973 are: 1974 $4,544,000, 
1975 $4,750,000, 1976 $9,486,000, 1977 $4,486,000, 1978 $3,459,000. 

*Under the terms of the Trust Agreement (see Note 11) the interest rates reflect an increase 
of % of 1% per annum effective November 1, 1973. 


8. Contributed Surplus 


Contributed surplus represents the net excess amount paid by minority shareholders of 
Microsystems over their proportional interest acquired on the issue of common shares. During 
1973 contributed surplus was reduced by $4,491,000 as the result of the purchase by the 
Company of additional shares of Microsystems for $15,000,000 and by minority shareholders 
for $525,000 at unit prices in excess of the shareholders’ equity per share at dates of issue. 


9. Plan for Employees’ Pensions 


The latest actuarial evaluation of the Plan established an unfunded cost of $47,590,000 at 
December 31, 1972. Improvements to the Plan, which became effective in 1973, are estimated 
by the Actuary to increase this amount by $8,242,000. Unfunded costs, expected to be 
amortized over 25 years, are being funded by payments which are charged to operations in 
the years they are made. 


10. Commitments 


Material contractual obligations in respect of long term property leases amounted to $23,595,000 
at December 31, 1973. Related rentals incurred for the year ended December 31, 1973 
amounted to $2,201,000. The minimum amount applicable to the five years subsequent to 
December 31, 1973 is $11,030,000. 


11. Trust Agreement Restrictions 


Under the terms of the Trust Agreement relating to its debentures as amended on October 5, 
1973 the Company has covenanted not to declare or pay any dividends (other than stock 
dividends) or purchase, redeem or reduce any of its shares if, after giving effect to such 
action, the sum of the amounts paid or distributed for such purposes after December 31, 1972 
will exceed the aggregate of: 


A) Consolidated net earnings of the Company and its subsidiaries earned after 
December 31, 1972; 


B) The net cash proceeds from the sale of its shares after December 31, 1972; and 
C) $25,000,000. 
As at December 31, 1973 $82,453,000 was free from these restrictions. 


12. Microsystems International Limited 
Canadian Government Conditional Grants 


Under agreements between the Canadian Government and Microsystems for conditional grants, 
$30,116,000 had been recorded as claims for certain research and development, preproduction 
and capital expenditures to December 31, 1973. Microsystems may claim additional grants 
totalling $487,000 for research and development expenditures and $5,347,000 in respect of capital 
expenditures. Should the cumulative earnings of Microsystems (after deduction of losses) before 
income taxes on semiconductor products except discrete components be in excess of 10% 

of the cumulative sales of such products, then these grants will be repayable, without interest, 
from the cumulative earnings in excess of 10% of such sales. Such grants are not reflected as 

a liability in the consolidated financial statements. 


The Shareholders, 
Northern Electric Company, Limited 


We have examined the consolidated 
balance sheet of Northern Electric 
Company, Limitedand its subsidiaries as 
at December 31, 1973 and the consoli- 
dated statements of earnings, retained 
earnings and source and application of 
funds for the year then ended. Our 
examination included a general review 
of the accounting procedures and such 
tests of accounting records and other 
supporting evidence as we considered 
necessary in the circumstances. 

. H) 
In our opinion these consolidated Auditors Report 
financial statements present fairly the 
financial position of the companies as at 
December 31, 1973 and the results of their 
operations and the source and application 
of their funds for the year then ended, 
in accordance with generally accepted 
accounting principles applied on a 
basis consistent with that of the 
preceding year. 


Hea ekeer(.. 


Chartered Accountants 


Montreal, Que. 
February 4, 1974. 
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Northern Electric Company, Limited 


Consolidated Ten-Year Review 
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Earnings per Share (Dollars) : 
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Financial Position at December 31 


Working Capital 
Plant and Equipment (At Cost). 
Accumulated Depreciation . 


Capital Expenditures . 

| Long Term Debt 
~Shareholders’ Equity . 
_Employees* (December 31) . 


Employment Costs* 
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Pension and Other eno tent Costs 
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New plants were being built and others expanded 
in 1973 by Northern Electric companies in three 
countries: 1. Lachine, Que. 2. St. Laurent, Que. 
3. Galway, Eire. 4. Butner, North Carolina. 

5. Mountain View, California. 6. Lachine, Que. 

7. Port Huron, Michigan. 8. Amherst, N.S. 

9. Concord, New Hampshire. 


Principal products 


Subscriber apparatus 

Dial key and push button telephones 
Contempra telephones 

Centurion coin telephones 

Logic series of telephones 
Companion handsfree units 


Business communications 
Data systems 

Key intercom systems 
Cordless switchboards 


Manual and private automatic branch 
exchanges (PABX) 


Key telephone systems designed for 
small businesses 


Pulse 80 


Central office switching equipment 
Step-by-step electro-mechanical systems 
Crossbar systems 


SP-1 family of stored program computer 
controlled electronic switching systems 


Cable and Outside plant 
Power cable 

Telephone wires 

Composite coaxial cables 
Switchboard cables 
Pulp-insulated exchange cables 
Polyethylene insulated cables 
Terminals and closures 
Loading devices 

Protectors 

Heat coils 

Backboards and cases 


Transmission equipment 

Multiplex (MA-5) 

Microwave radio (RA-3) 

Cable carrier and line equipment 
Digital coaxial cable carrier 

systems (LD-1, LD-4) 
Communications satellite electronics 


The product names, Contempra, Logic, 
Companion, Centurion and Pulse, used in 
this report, are the trademarks of Northern 
Electric. 


Northern Electric manufacturing centers 
(Existing at year-end, or under construction) 
Amherst, N.S. 

Halifax, N.S. 

Saint John, N.B. (2) 

Lachine, Que. (4) 

LaSalle, Que. 

Lucerne, Que. 

Montreal, Que. 

Montreal North, Que. 

St. Laurent, Que. 

Belleville, Ont. 

Bramalea, Ont. 

Kingston, Ont. 

London, Ont. 

Toronto, Ont. 

Winnipeg, Man. 

Regina, Sask. 

Calgary, Alta. 


Manufacturing centers of subsidiaries 


Microsystems International Limited 
Ottawa, Ont. 
Penang, Malaysia 


Northern Telecom, Inc. 
Butner, North Carolina 
Concord, New Hampshire 
Mountain View, California 
Port Huron, Michigan 


Northern Electric Company (Ireland) Limited 


Galway, Eire 


Northern Electric Telekomtnikasyon, A.S. 


Istanbul, Turkey 


Principal products and 
manufacturing centers 


